IN THE UUINITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MARYLAND

(Baltimore Division)

MAR 0 9 2001

Debtors.

)

Inre: ) Case Nos. 01-5-2415-JS and
) 01-5-2416-JS

FRANK'S NURSERY & CRAFTS, INC., etal., ) T EH

) (Chapter 11) %@ 60
) (Jointly Administer
)
)

6|éTnsBc;L %’;w %%%%%T
FINAL ORDER PURSUANT TO SECTIONS 105, 107, 362 AND 364 OF THE

BANKRUPTCY CODE AND RULE 4001 OF THE FEDERAL RULES OF BANKRUPTCY
PROCEDURE (1) AUTHORIZING AND APPROVING POST-PETITION FINANCING,
(2) GRANTING SENIOR LIENS AND SUPERPRIORITY ADMINISTRATIVE EXPENSE
STATUS AND (3) MODIFYING THE AUTOMATIC STAY

THIS MATTER came before the Court for an interim hearing on February 20, 2001 (the
"Interim Hearing") and a final hearing on March 8, 2001 (the "Final Hearing"), upon the Debtors'
Motion for Orders Pursuant to Bankruptcy Code Sections 105, 107, 362, 363 and 364 and
Bankruptcy Rules 2002, 4001 and 9014: (A) Authorizing Debtors in Possession to Obtain
Secured Superpriority Postpetition Financing on an Interim and Final Basis; (B) Approving
Agreements Relating to Foregoing; (C) Scheduling a Hearing and Prescribing Form and Manner
of Notice; and (D) Granting Related Relief, Including Approving of a Cash Collateral Stipulation
with Chase ("Motion"), filed on February 19, 2001 (the "Petition Date"), by Frank's Nursery &
Crafts, Inc., (hereinafter "Frank's") and FNC Holdings, Inc. (hereinafter, "FNC" and together
with Frank's, the "Debtors") seeking, inter alia:

a. authority, pursuant to Sections 105, 107, 362 and 364 of the United States
Bankruptcy Code, 11 U.S.C. §§ 101, et seq. (the "Bankruptcy Code") and Rules 4001 and 9014
of the Federal Rules of Bankruptcy Procedure and any applicable local bankruptcy rules

(collectively the "Bankruptcy Rules"), for the Debtors to obtain post-petition loans, advances and
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other financial accommodations (the "Financing") on an interim and permanent basis from Wells
Fargo Retail Finance, LLC, as agent (the "Agent") for a syndicate of other financial institutions
arranged by Agent and defined as "Lenders" in the Financing Agreements (as hereinafter
defined) in accordance with the formulae and the terms and conditions set forth in the Financing
Agreements as amended and restated;

b. authority to enter into a certain Amended and Restated Loan and Security
Agreement dated February 19, 2001 (the "Loan and Security Agreement") and the related loan,
financing, security agreements and mortgages and fee letter by and among the Debtors, the
Agent and the Lenders named therein (collectively, the "Financing Agreements") (terms not
otherwise defined herein shall have the meanings set forth in the Financing Agreements);

c. approval of all of the terms and conditions of the Financing Agreements by and
between Debtors and Agent and the Lenders as so ratified, extended, adopted and amended;

d. modification of the automatic stay;

e. to grant super-priority administrative claim status upon Agent and Lenders
pursuant to Section 364(c)(l) of the Bankruptcy Code as well as senior and junior liens pursuant
to Sections 364(c)(2) and 364(c)(3) of the Bankruptcy Code;

f. permission to refinance the Pre-Petition Lenders (as that term is defined herein)
subject to a full reservation of rights;

g. authority to enter into an unlimited guaranty and pledge and security agreement
(collectively, the "Parent Financing Documents") by FNC, pursuant to which FNC will guarantee
all of Frank's obligations and liabilities under the Financing Agreements and grant a Lien in all
of its assets to Agent (on behalf of Lenders) to secure such guarantee;

h. to provide for the filing of the Business Plan under seal pursuant to Section 107 of
the Bankruptcy Code; and

i the setting of the Final Hearing.

IT APPEARING THAT, at or prior to the Interim Hearing on the Motion, pursuant to

Bankruptcy Rules 4001(b), (c) and (d), the Debtors used their best efforts to provide each of the
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parties set forth below such notice of the time, place, and nature of the interim hearing as
practicable under the circumstances, whether by telephone, facsimile, overnight courier or by
hand delivery: (1) the Office of the United States Trustee, (2) the Agent and attorneys for Agent,
(3) all known secured creditors of the Debtors, including the Pre-Petition Lenders and
mortgagees on real property owned by the Debtors, (4) all attorneys who have filed a request for
service of all pleadings and notices prior to service of such notice, (5) such taxing authorities
known by the Debtors to have asserted a lien against the Debtors, (6) Debtors' consolidated thirty
(30) largest unsecured creditors, (7) all lessors of any real property upon which the Debtors
conduct their businesses ("Landlords"), (8) all financial institutions at which the Debtors or their
affiliates maintain an account, (9) Hilco Merchant Resources, Inc. ("Hilco"), and (10) Bankers
Trust Company, as Trustee; and it further

APPEARING, that the Debtors provided each of the parties referenced in the preceding
paragraph with notice by overnight delivery of this Court's Entry of the Interim Order, together
with a copy of the Interim Order and notice of the Final Hearing and the deadline to object to the
relief requested in the Motion; and it further

APPEARING, that each of the Debtors filed a voluntary petition for relief under
Chapter 11 of the Bankruptcy Code on the Petition Date and is continuing in the management
and possession of its businesses and properties as a debtor and debtor-in-possession pursuant to
Sections 1107 and 1108 of the Bankruptcy Code; and it further

APPEARING, that the Interim Hearing having been held on February 20, 2001; and upon
all of the pleadings filed with the Court; and upon the record of the Interim Hearing; and the
Court having noted the appearances of all parties-in-interest in the record of this Court,
including, without limitation, counsel to the provisional committee of unsecured creditors; and
all objections to the relief requested in the Motion having been resolved or overrruled by the
Court, and the Court having entered the Interim Order Pursuant to Sections 105, 107, 362 and
364 ol the Bankruptcy Code and Rule 4001 of the Federal Rules of Bankruptcy Procedure

Authorizing Debtors (1) To Obtain Interim Financing, (2) Granting Senior Liens and
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Superpri_ority Administrative Expense Status, (3) Modifying the Automatic Stay and
(4) Authorizing Debtors to Enter into Agreements with Wells Fargo Retail Finance, LLC (the
"Interim Order") at the conclusion of the Interim Hearing; and it further

APPEARING, that the Final Hearing having been held on March 8, 2001, and upon
notice of such Final Hearing provided by the Debtors in accordance with the Bankruptcy Rules
and this Court's directive in the Interim Order, and upon all of the pleadings filed with the Court
and all of the proceedings held before the Court; and upon the record of the Final Hearing; and
the Court having noted the appearances of all parties-in interest before the Court, and the three
objections to the final relief requested in the Motion having been resolved or overruled by the
Court; and it appearing to this Court that the relief requested in the Motion with respect to final
relief is in the best interests of the Debtors, their creditors and is essential for the continued
operations of the Debtors' businesses; and it further

APPEARING, that, as of the Petition Date, the Debtors each were indebted to The Chase
Manhattan Bank ("Chase") and other lenders (collectively with Chase, the "Pre-Petition
Lenders") on account of advances under a revolving credit facility (the "Pre-Petition Revolving
Credit Facility") established by a certain Credit Agreement dated as of December 24, 1997 as
supplemented and amended (the "Pre-Petition Credit Agreement") and related documents (the
"Chase Agreements") in the approximate amount of $63 million (the "Chase Claim"), secured by
first priority security interests and liens in substantially all of the Debtors' pre-petition personal
property and first priority security interests in and mortgages on certain real estate owned by the
Debtors (collectively, the "Chase Pre-Petition Collateral") pursuant to the Chase Agreements;
and it further

APPEARING, that without the financing proposed by the Motion, the Debtors will not
have the funds necessary to pay their payroll, payroll taxes, inventory suppliers and other critical
vendors, overhead and other expenses necessary for the continued operation of the Debtors'
businesses and the management and preservation of the Debtors' assets and properties; and it

further
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APPEARING, that the Debtors have requested that Agent and Lenders make loans and
advances and provide other financial and credit accommodations to the Debtors in order to
provide funds to be used by Frank's for its general operating, working capital and other business
purposes in the ordinary course of Frank's business and for payment of the Chase Claim; and it
further

APPEARING, that all such additional loans, advances and other financial
accommodations by Agent and Lenders will benefit the Debtors and their estates and creditors;
and it further

APPEARING, that the ability of the Debtors to continue their businesses and remain
viable entities and thereafter reorganize under Chapter 11 of the Bankruptcy Code depends upon
the Debtors obtaining such financing trom Agent and Lenders; and it further

APPEARING, that Frank's has prepared a Business Plan covering the period through
January 31, 2002 (the "Business Plan"), which has been reviewed by Frank's and its management
and sets forth, among other things, the working capital and other cash requirements of Frank's for
the periods covered thereby, and has been relied upon by Agent and Lenders in determining to
enter into post-petition financing arrangements with the Debtors; and it further

APPEARING, that Agent and Lenders are willing to make loans and advances and issue
letters of credit and extend other financial and credit accommodations to the Debtors ona
secured and administrative priority basis as described herein and subject to the terms and
conditions contained herein; and it further

APPEARING, that the reliet requested in the Motion is necessary, essential, and
appropriate for the continued operation of the Debtors' businesses and the management and
preservation of the Debtors' assets and properties and is in the best interests of the Debtors and
their estates and creditors;

NOW, THEREFORE, upon the record set forth by the Debtors, including the Motion, the

other pleadings in these cases, the record of the proceedings heretofore held before this Court
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with respect to the Motion and upon completion of the Interim Hearing and Final Hearing and
sufficient cause appearing therefor, the Court hereby finds as follows:

A. The Debtors are unable to obtain unsecured credit allowable under
Section 503(b)(1) of the Bankruptcy Code, or pursuant to Sections 364(a) and (b) of the
Bankruptcy Code.

B. Despite diligent efforts, the Debtors are unable to procure other financing in
exchange for the grant of an administrative expense priority pursuant to Bankruptcy Code
Section 364(c)(1). As of the date of the Motion, Debtors have been unable to procure the
financing necessary to continue as viable businesses on terms more favorable than those
contained in the Financing Agreements. Based on the foregoing, it is improbable that the
Debtors would be able to obtain any other financing in an amount sufficient to provide for
Debtors' current and anticipated needs without granting the liens and security interest hereunder
on all or substantially all of the Debtors' assets. Under the circumstances, no other source of
financing exists on terms more favorable than those offered by Agent and Lenders.

C. The notice of the Interim Hearing, the Final Hearing and the Motion constitutes
sufticient and adequate notice in accordance with Bankruptcy Rules 4001(b), (¢) and (d), and
Bankruptcy Code Sections 102(1) and 364(c). No further notice of the relief sought in the
Motion is required.

D. Consideration of this Motion constitutes a "core proceeding" as defined in
28 U.S.C. §§ 157(b)(2)(A), (D), (G), (K), M) and (O). This Court has jurisdiction over this
proceeding and the parties and property affected hereby pursuant to 28 U.S.C. §§ 157 and 1334.
Venue is proper in this District under 28 U.S.C. Sections 1408 and 1409.

E. On February 19, 2001, the United States Trustee formed a provisional committee
of unsecured creditors, which was represented by counsel at both the Interim Hearing and the
Final Hearing. In response to objections raised by the creditors' committee to the Motion, the
Agent (on behalt of the Lenders) agreed to amend certain provisions of the Loan and Security

Agreement. The Debtors and the Agent (on behalf of the Lenders) also agreed to certain
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technical moditications to the Loan and Security Agreement resulting from Agent's agreement to
delete seven (7) parcels of real estate from the list of Core Properties and to clarify the Debtors'
right to borrow under the so-called Special Real Estate Line provided for in the Financing
Agreements. The Loan and Security Agreement marked to reflect changes made since the
Petition Date is attached hereto as Exhibit A.

F. On February 20, 2001, the Court entered the Interim Order approving the Motion
and the Financing on an interim basis.

G. Good, adequate and sufficient cause has been shown to justify the granting of the
relief requested herein, and the immediate entry of this Final Order.

H. The relief granted by this Court pursuant to this Final Order is necessary to avoid
immediate and irreparable harm and injury to Debtors and their estates.

L. The terms and conditions of the Financing Agreements are fair, just and
reasonable under the circumstances and reflect Debtors' prudent business judgment consistent
with their fiduciary duties, and are supported by reasonably equivalent value and fair
consideration. Based on the record before this Court, the Financing has been negotiated in good
faith and at arms' length by and between the parties, with all parties represented by counsel.
Accordingly, any credit extended or financing provided pursuant to the Interim Order and this
Final Order shall be deemed to have been extended or provided in good faith under Section
364(e) of the Bankruptcy Code.

ACCORDINGLY, IT IS HEREBY ORDERED, ADJUDGED AND DECREED, that:

1. The Motion is granted on a final basis, effective as of the Entry of the Interim
Order. Any objections to the Motion which have not been withdrawn are hereby overruled. This
Order shall be referred to as the "Final Order."

2. Sufficient and appropriate notice of the Motion, the Interim Hearing and of the
Final Hearing requesting the entry of this Final Order has been provided.

3. The Debtors are hereby authorized and empowered to immediately borrow and

obtain other financial accommodations from Agent and Lenders pursuant to the terms of this
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Final Order and the terms and conditions set forth in the Financing Agreements, in such amount
or amounts as may be made available to the Debtors by Agent and Lenders up to the aggregate
amount of $100,000,000 in Advances (including any letters of credit) and including, without
limitation, an amount sufficient to pay the Chase Claim in full and cash-collateralize any
outstanding letters of credit issued under the Chase Agreements including any interest, fees,
costs and expenses accruing under the Chase Agreements through the date of payment in
accordance with the terms and conditions set forth in this Final Order.

4, Debtors shall use the proceeds of the loans and advances made by Agent and
Lenders to Debtors pursuant to this Final Order and the Financing Agreements, only for the
payment of employee salaries, payroll, taxes, the purchase of inventory and other general
operating and working capital purposes in the ordinary course of Debtors' businesses in
accordance with the Business Plan and for payment of the Chase Claim.

5. The Debtors are authorized and directed to enter into, execute, deliver, perform
and comply and continue to perform and comply with all of the terms, conditions and covenants
of the Financing Agreements including, without limitation, the Fee Letter, as may be amended
from time to time by agreement of the Debtors and Agent (on behalf of Lenders) and such terms,
conditions and covenants shall be sufficient and conclusive evidence of the borrowing
arrangements between Debtors and Agent (on behalf of Lenders) and of the Debtors' agreement
to and adoption of the terms, conditions and covenants of the Financing Agreements for all
purposes, including, without limitation, the payment of all principal, interest, and fees and
expenses, all as more fully set forth in the Financing Agreements. The executed Financing
Agreements (as amended) shall constitute valid and binding obligations of the Debtors
enforceable in accordance with their respective terms.

6. As security for the Obligations, the Agent and the Lenders shall have and are
hereby granted (effective upon Entry of the Interim Order and without the necessity of the
recordation of mortgages, security agreements, pledge agreements, financing statements or

otherwise) valid and perfected security interests in, and liens and mortgages (the "Liens"), upon
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all present and after-acquired property of the Debtors of any nature whatsoever, whether real or
personal, including, without limitation, all cash contained in any account maintained by Debtors,
accounts, accounts receivable, inventory, equipment, vehicles, furniture, fixtures, intellectual
property, investment property, intercompany claims, contract rights, general intangibles, any and
all amounts due from Hilco, including the so-called "Guaranteed Amount" and any amounts
payable under letters of credit, and the proceeds of all causes of action (subject to the following
clause (b)) (collectively with all proceeds and products of any or all of the foregoing, including
proceeds of sale of real property, the "Collateral"):

(a) pursuant to Section 364(c)(2) of the Bankruptcy Code, a first priority,
perfected Lien upon all of the Debtors' right, title and interest in, to and under all Collateral that
1s not otherwise encumbered by a valid security interest or lien on the Petition Date including,
without limitation, upon the Core Properties appearing on the attached Exhibit B, Leasehold
Interests, and property in which the Pre-Petition Lenders held or asserted a first priority security
interest as of the Petition Date; and

(b) pursuant to Section 364(c)(3) of the Bankruptcy Code, a second priority,
Junior, pertected Lien upon all of the Debtors' right, title and interest in, to and under all
Collateral that is subject to a valid security interest or lien in existence as of the Petition Date
including, without limitation, upon the real property owned by the Debtors appearing on the
attached Exhibit C (the "Second Priority Real Estate").

Notwithstanding anything to the contrary contained herein, the Agent and the
Lenders shall not have or be granted a lien upon actions commenced pursuant to Bankruptcy
Code Sections 544, 547, 548 and 550, all of which such actions ("Avoidance Actions") and
recoveries shall be preserved for the benefit of the Debtors' Estates.

7. Agent and Lenders shall have all rights and remedies with respect to the Debtors,
the Obligations and the Collateral as are set forth in the Financing Agreements, the Interim Order
and this Final Order. All obligations of the Debtors to the Agent under the Financing

Agreements, the Interim Order and this Final Order shall constitute "Senior Debt" within the
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meaning of and as defined by that certain Indenture dated as of February 26, 1998 among the
Debtors and Bankers Trust Company, as Trustee.

8. At Agent's discretion, the Financing Agreements shall be subject to termination as
to any future loans, advances and other credit accommodations to be made or provided by Agent
and Lenders to Debtors upon the occurrence of any Event of Default (as defined in the F inancing
Agreements) or the termination of Debtors' rights to borrow or obtain other credit
accommodations from Agent and Lenders pursuant to the Financing Agreements or if sooner
provided by an order of this Court.

9. The Debtors have provided the Court and the Agent and Lenders with the
Business Plan upon which the Agent and Lenders are relying in agreeing to enter into the
Financing Agreements. The Debtors shall provide Agent and Lenders with additional and/or
updated Business Plans in such form and such detail as may be reasonably requested by Agent.
The Business Plan shall be filed with the Court under seal pursuant to Section 107 of the
Bankruptcy Code; provided, however, that any committee of unsecured creditors or pre-petition
creditor that is not a competitor of the Debtors shall be entitled to obtain a copy of the Business
Plan upon (i) the execution and delivery of a confidentiality agreement in form and substance
acceptable to the Debtors, or (ii) as may be ordered by the Court.

10.  Agent may, in its discretion, apply the proceeds of the Collateral or any other
amounts received by Agent in respect of the Obligations, in such order or manner as Agent may
deem appropriate.

11. This Final Order shall be sufticient and conclusive evidence of the priority,
perfection and validity of all of the security interests and mortgages in and liens upon the
property of the Debtors' estates granted to Agent (on behalf of Lenders) as set forth herein and in
the Financing Agreements, without the necessity of filing, recording or serving any financing
statements, leasehold mortgages, mortgages, deeds of trust, or other documents which may
otherwise be required under federal or state law in any jurisdiction or the taking of any other

action to validate or perfect the security interests and liens granted to Agent (on behalf of
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Lenders) in this Interim Order and the Financing Agreements. If the Agent shall, in its
discretion, elect for any reason to file any such financing statements, leasehold mortgages,
mortgages, deeds of trust, or other documents with respect to such security interests and liens,
the Debtors are authorized and directed to execute, or cause to be executed, all such financing
statements, mortgages or other documents upon Agent's request and the filing, recording or
service thereof (as the case may be) ot such financing statements, mortgages or similar
documents shall be deemed to have been made at the time of and on the Petition Date. The
Agent may, in its discretion, file a certified copy of this Final Order in any filing or recording
office in any county or other jurisdiction in which the Debtors have an interest in real or personal
property and, in such event, the subject filing or recording officer is authorized and directed to
file or record such certified copy ot this Final Order. The liens, security interests and mortgages
granted Agent hereby shall be deemed valid and perfected notwithstanding the requirements of
non-bankruptcy law with respect to perfection.

12. Pursuant to Sections 363(b)(1) and 364(c)(2) of the Bankruptcy Code, any
provisions in any of the Leasehold Interests or Permitted Mortgages that require the consent or
approval of one or more of the Landlords or mortgagees in order for the Debtors to pledge or
mortgage such Leasehold Interests or mortgage interests in accordance with the Financing
Agreements are and shall be deemed to be inconsistent with the provisions of the Bankruptcy
Code and are and shall have no force and effect with respect to the transactions granting the
Agent an interest in Leasehold Interests and in the Second Priority Real Estate in accordance
with the terms of the Financing Agreements.

13. The Debtors are hereby authorized and directed to perform all acts, and execute
and comply with the terms of such other documents, including, without limitation the Leasehold
Mortgages as the Agent may reasonably require as evidence of and for the protection of the
Obligations and the Collateral or which may be otherwise deemed necessary by Agent to
effectuate the terms and conditions of this Interim Order and the Financing Agreements. The

Debtors are authorized to pay reasonable costs and expenses related to the foregoing.
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14. The Debtors are authorized and directed to: (a) in accordance with the DDA
Notification, deposit or cause to be deposited into the Concentration Account established for the
benefit of the Agent and Lenders in accordance with the Financing Agreements, all collections
and all other proceeds of the Collateral, including any sums payable to Debtors under the Hilco
Agreement and any sums payable by credit card processors and any other payments received
from their account debtors and other parties, now or hereafter obligated to pay Debtors for
services provided by Debtors or for inventory or other property of the Debtors' estates, including
without limitation, any amounts received on account of any sale or liquidation of any of the
Debtors' inventory; and Agent is authorized to apply such payments and proceeds received by
Agent (on behalf of Lenders) to the Obligations as set forth in this Final Order, the Interim Order
and the Financing Agreements; (b) enter into similar arrangements with such other banks as are
designated for such purposes pursuant to the Financing Agreements; (c) instruct, to the extent
required by the Financing Agreements, all account debtors and other parties now or hereafter
obligated to pay the Debtors for goods and services provided by Debtors to them or for inventory
or other property of Debtors' estates in which Agent has a security interest or lien to remit such
payments to the Concentration Account or, at Agent's election, directly to Agent; and (d) enter
into such agreements as may be necessary to effectuate the foregoing. All financial institutions
at which the Debtors maintain depository accounts shall remit funds to the Concentration
Account each business day in accordance with the DDA Notification delivered by Agent.

15. The Debtors are authorized and directed, without further order of this Court, to
pay or reimburse Agent and Lenders for all present and future reasonable costs and expenses,
including attorneys' fees and legal expenses, paid or incurred by Agent or Lenders to effectuate
the financing transactions as provided in this Final Order, the Interim Order and the Financing
Agreements, all of which unpaid fees, commissions, costs and expenses shall be and are included
as part of the Obligations, and shall be secured by the Collateral.

16. The automatic stay provisions of Section 362 of the Bankruptcy Code are vacated

and modified to the extent necessary to permit Agent and Lenders to implement the terms and

3230266.2 -12 -



conditions of the Financing Agreements and the provisions of this Final Order and the Interim
Order.

17. The Debtors are authorized and directed to deliver to Agent and simultaneously to
counsel to the creditors' committee all of the documentation and other information which
Debtors are required to provide to Agent under the Financing Agreements, this Final Order and
the Interim Order, including, without limitation, such reports, forecasts and other documentation
required by Section 6.2 of the Loan and Security Agreement.

18. For all of the Obligations, and in addition to the foregoing and subject only to the
Carve-Out and Avoidance Actions, Agent is granted an allowed super-priority administrative
claim in accordance with Section 364(c)(1) of the Bankruptcy Code having priority in right of
payment over any and all other obligations, liabilities and indebtedness of the Debtors, now in
existence or hereafter incurred by Debtors and over any and all administrative expenses or
priority claims of the kinds specified in, or ordered pursuant to any provision of the Bankruptcy
Code, including Sections 105, 326, 328, 330, 331, 365, 503(b), 506(c), 507(a), 507(b), 546(c) or
726.

19.  Notwithstanding anything to the contrary contained in this Final Order, Agent's
and Lenders' liens, security interests and super-priority administrative expense claim shall be
subject and subordinate only to (i) amounts payable pursuant to 28 U.S.C. § 1930(a)(6) and any
fees payable to the clerk of the Court (collectively, the "UST/Clerk Fees"); and (ii) allowed,
unpaid fees and expenses incurred during the time these Debtors are in Chapter 11 to attorneys,
accountants, and other professionals retained in the Bankruptcy Cases pursuant to Sections 327
and 1103 of the Bankruptcy Code ("Priority Professional Expenses"), but the amount entitled to
priority under this sub-clause (ii) shall not exceed $2,000,000 outstanding in the aggregate at any
time (the "Professional Expense Cap," and together with the UST/Clerk Fees, the “Carve Out”);

provided, however, that: (A) after Agent has provided fax or hand-delivered notice to the

Debtors of the occurrence of an Event of Default under the Financing Agreements or a default by

Debtors under the Interim Order or this Final Order, any payments actually made to such
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professionals after the occurrence and during such continuance of such Event of Default or
default hereunder pursuant to Sections 330 and 331 of the Bankruptcy Code or otherwise, shall
reduce the Professional Expense Cap on a dollar-for-dollar basis; and (B) for the avoidance of
doubt, any payment actually made to such professionals prior to the notice described in clause
(A) above may be retained by such professionals and shall not reduce the Professional Expense
Cap. The Carve Out shall be free and clear of all liens, claims and encumbrances granted
hereunder and shall be subject only to the allowed claims of counsel to Debtors, counsel to any
committee of creditors appointed pursuant to Section 1102 and other court appointed
professionals ("Professionals") for such fees and expenses as may be awarded by this Court
under Sections 330 and 331 of the Code, provided, however, the Carve Out cannot be used for
the payment or reimbursement of any fees or disbursements of Debtors or any committee of
creditors incurred in connection with the assertion or Joinder in any claim, counter-claim, action,
proceeding, application, motion, objection, defense or other contested matter, the purpose of
which is to seek any order, judgment, determination or similar relief: (A) invalidating, setting
aside, avoiding, subordinating, in whole or in part, the Obligations or Agent's and Lenders' liens
and security interests in any of the Collateral; or (B) preventing, hindering or delaying, whether
directly or indirectly, Agent's or Lenders' assertion or enforcement of its liens or realization upon
any Collateral. Except as provided for in this paragraph, no other claim or right of set-off,
including, without limitation any post-petition super-priority administrative claims granted by
order of the Bankruptcy Court, shall be granted or allowed priority superior to or pari passu with
the priority of the claims of Agent granted by this Final Order and the Interim Order while any of
the Obligations remain outstanding.

20. The Debtors shall not sell, transfer, lease, encumber or otherwise dispose of any
portion of the Collateral without the prior written consent of Agent (and no such consent shall be
implied, from any other action, inaction or acquiescence by Agent), except for sales of the

Debtors’ Inventory in the ordinary course of their businesses, or any storage or any distribution
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warehouse transfers or inter-store transfers of inventory, or as may be permitted by the Financing
Agreements or otherwise consented to by Agent.

21.  The Debtors' having waived and relinquished all rights under and pursuant to
Bankruptcy Code Section 506(c), no costs or expenses of administration which have or may be
incurred (by the Debtors or any other party) in the Debtors' Chapter 11 cases, or in any
conversion of the Chapter 11 cases, pursuant to Section 506(c) of the Bankruptcy Code, shall be
charged against Agent or the Lenders, their claims, or the Collateral, without the prior written
consent of Agent and no such consent shall be implied from any other action, inaction or
acquiescence by Agent and no obligations incurred or payments or other transfers made by or on
behalf of the Debtors, including, without limitation, funding of the payment of the Chase Claim,
shall be avoidable or recoverable from Agent and Lenders under Sections 542, 544, 547, 548,

549, 550, 553 or any other provision of the Bankruptcy Code; provided, however, that nothing

contained in this Final Order, the Interim Order or in the Financing Agreements shall constitute a
release or waiver of any claims or causes of action that the Debtors or their estates have or may
have against the Pre-Petition Lenders or the liens and claims relating to the Chase Agreements.

22.  Anevent of default under this Final Order ("Event of Default") shall include an
Event of Default under any of the Financing Agreements, including, without limitation, those
Events of Default set forth in Section 8 of the Loan Agreement. Unless such Event of Default is
specifically waived in writing by Agent, which waiver shall not be implied from any other
action, inaction or acquiescence by Agent, upon or after the occurrence of an Event of Default
and at all times thereafter, in accordance with the terms of the Financing Agreements, Agent
shall have no obligation to lend or advance any additional funds to Debtors, or provide other
financial accommodations to Debtors, and after giving five (5) business days notice in writing,
served by overnight delivery service or fax upon Debtors, Debtors' counsel, counsel to any
committee of creditors, a trustee if appointed and the United States Trustee: without need for
further order or action of the Bankruptcy Court, (1) all of the Obligations shall become

immediately due and payable, and (2) so long as no proceeding raising a good faith bona fide
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Insert at cnd of paragraph 22

Once the Agent has provided Notice of an Event of Default and unless and
until such Notice has been withdrawn or stayed, solely as to Prudential Securities
Secured Financing Corporation, Commercial Pass through certificates, Series 1998
Trust and LaSalle Bank, N.A. (Collectively “Mortgagees™), (a) the Debtors shall
acknowledge that the pendency of such Notice is a material factor for the Court to
consider in favor of granting the Mortgagees relief from the automatic stay as to any
mortgages in which the Mortgagees hold a lien senior to the Agent’s, provided,
however, that the Debtors’ acknowledgment in this subparagraph (a), or at the hearing
on this Order, is not and shall not be binding upon the Committee; and (b) the Agent
may not exercise any remedies as to such Mortgagees’ real property collateral until
25 days after such Notice of an Event of Default has been provided to the Mortgagees
at the addresses to be provided by the Mortgagees to counsel for Agent; provided,
however, that nothing in this sentence shall impair Agent’s rights and remedies
respecting nonreal estate collateral. Nothing contained herein shall operate as a
finding of fact or conclusion of law as to the priority nature, extent or validity of

LaSalle’s or Prudential’s liens.



dispute as to whether an Event ot Default has occurred which is filed within such five day
period, is pending as to whether or not an Event of Default has occurred, Agent (on behalf of
Lenders) shall be relieved from the automatic stay provided for pursuant to Section 362 of the
Bankruptcy Code and any other restrictions on the enforcement of its Liens and security interests
or any other rights under the Financing Agreements granted to or for the benefit of Agent and
Lenders or pursuant to this Final Order or the Interim Order and Agent, in its discretion, may
take any and all actions or remedies which Agent may deem appropriate to proceed against and
realize upon the Collateral and any other property of the Debtors' estates upon which it has been
or may hereafter be granted Liens and security interests to obtain repayment of the Obligations;
in any proceeding regarding whether or not an Event of Default has occurred, the burden of
proo['shall be on the Agent (on behalf of the Lenders). Notwithstanding the terms of Section
8.2, 8.6, 8.10 or 8.21 of the Loan Agreement, the Agent (on behalf of the Lenders) shall not be
entitled to the relief referred to in clause (2) of the proceeding sentence unless the Event of
Default of any such Section is material. Once the Agent has provided notice of an Event of
Default, a party seeking to challenge such notice shall file such challenge with the Court as soon
as practicable, but in no event later then five (5) business days after such notice. After such
challenge has been filed a hearing thereon shall be scheduled to occur within (2) business days.
23.  Until all of the Obligations shall have been indefeasibly paid and satisfied in full
and without further order of the Court: (a) no other party shall foreclose or otherwise seek to
enforce any lien or other right such other party may have in and to any property of the Debtors'
cstates upon which Agent holds or asserts a lien or security interest, provided, however, that any
other party may bring any motion or pleading before the Court to seek any such relief; (b) upon
and after the occurrence of an Event of Default, Agent, in its discretion, in connection with a
liquidation of any of the Collateral may use any real property, equipment, leases, trademarks,
trade names, copyrights, licenses, patents or any other assets of Debtors which are owned by or
subject (o a lien of any third party and which are used by Debtors in their businesses; and

(c) Agent, in its discretion, shall be authorized to enter, occupy and use any premises subject to
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any Leasehold Interest or Permitted Mortgage ("Leasehold"), and the furniture, fixtures and
equipment located therein, for the purpose of conducting inventory liquidation sales, provided,
that, (i) Agent shall pay rent at the rate provided in any applicable lease which may include
charges for taxes, insurance, common area charges and utilities, but shall not include the amount
of any unpaid rent or other charges due the Landlord as of the date thereof of the monthly rent
and other charges including real estate taxes, insurance, common area charges and utilities, in an
amount to be calculated on a pro-rated, per diem basis for each day that Agent actually occupies
and uses any Leasehold and (ii) on or before thirty (30) days after the Closing Date (as defined in
the Financing Agreements), the Debtors shall use their best efforts to obtain from landlords or
mortgagees executed copies of access agreements in form and scope acceptable to Agent and
relating to locations identified by Agent. Agent is hereby authorized to have the same access
that the Debtors have and enjoy with respect to the Leaseholds.

24.  Upon the payment in full of all Obligations and termination of the rights and
obligations arising under the Financing Agreements, this Final Order and the Interim Order,
Agent and Lenders on the one hand and Debtors on the other shall each be released from any and
all obligations, liabilities, actions, duties, responsibilities and causes of action with respect to one
another pursuant to the terms of this Final Order, the Interim Order and/or the Financing
Agreements.

25.  All advances and other financial accommodations under the Financing
Agreements after the Petition Date are made in reliance on this Final Order and the Interim Order
and there shall not at any time be entered in Debtors' Chapter 11 cases any order which
(a) authorizes the use of cash collateral of Debtors in which Agent and Lenders have an interest,
or the sale, lease, or other disposition of property of Debtors' estates in which the Agent and
Lenders have a lien or security interest or (b) under Section 364 of the Bankruptcy Code
authorizing the obtaining of credit or the incurring of indebtedness secured by any lien equal or
senior to any lien of Agent and Lenders, or (¢) which has administrative claim status which is

equal to or senior to that granted to Agent and Lenders herein; unless, Agent, prior to entry of
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such an order, shall have given its express prior written consent (and no such consent shall be
implied, from any other action, inaction or acquiescence by Agent), or unless the Obligations,
without limitation, shall first be indefeasibly paid in full, including all debts and obligations of
Debtors to Agent and Lenders which arise or result from the obligations, loans, security interests
and liens acknowledged and authorized herein; provided, however, that nothing contained in this
paragraph 25 shall alter or effect the priority of the Priority Professional Expenses or the ability
of the holder of a Permitted Lien to seek relief from the stay and to exercise remedies if such
relief is granted.

26. The security interests and Liens granted to or for the benefit of Agent and Lenders
hereunder and the rights of Agent and Lenders pursuant to this Final Order and the Interim Order
shall not be altered, modified, extended, impaired or affected by any plan of reorganization of the
Debtors and shall continue after confirmation and consummation of any plan until Agent and
Lenders are indefeasibly paid in full.

27.  In making decisions to make advances to the Debtors under the Financing
Agreements or to collect any of the Obligations of Debtors, Agent and Lenders shall not be
deemed to be in control of the operations ot Debtors or to be acting as a "responsible person” or
"owner" or "operator" with respect to the operation or management of the Debtors including,
without limitation, with respect to the Collateral and the real property subject to the Agent's liens
or Leasehold Interests (as such terms, or any similar terms, are used in the United States
Comprehensive, Environmental Response, Compensation and Liability Act, as amended or any
similar or other federal or state statute).

28. The provisions of this Final Order and the Interim Order shall inure to the benefit
of the Debtors, the Agent and the Lenders and shall be binding upon, among other parties, the
Debtors, Agent, the Lenders, the Pre-Petition Lenders, Bankers Trust Company, Hilco and their
respective successors and assigns including any Chapter 11 Trustee, Chapter 7 Trustee, any
conunittee, or other fiduciary hereafter appointed as a legal representative of the Debtors or with

respect to property of the estates of Debtors and shall also be binding upon all creditors of
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Debtors and other parties in interest, including, without limitation, all Landlords and holders of
Permitted Mortgages.

29.  Ifany or all of the provisions of this Final Order or the Interim Order are hereafter
modified, vacated or stayed, such modification, vacation or stay shall not affect (a) the validity of
any obligation, indebtedness or liability incurred by Debtors to Agent and Lenders prior to the
effective date of such modification, vacation or stay, and any security interests, liens or priorities
granted to or rights conferred upon the Agent and Lenders hereunder or (b) the validity or
enforceability of any security interest, Lien, or priority authorized or created hereunder or
pursuant to the Financing Agreements. Notwithstanding any such modification, vacation or stay,
any indebtedness, obligations or liabilities incurred by Debtors to Agent and Lenders prior to the
effective date of such modification, vacation or stay shall be governed in all respects by the
original provisions of this Final Order and the Interim Order, and Agent and Lenders shall be
entitled to all the rights, remedies, privileges and benefits granted herein and pursuant to the
Financing Agreements with respect to all such indebtedness, obligations or liabilities. For
purposes of Section 364(e) of the Bankruptcy Code, "appeal" shall include any proceeding for
reconsideration, rehearing or reevaluation of this Final Order or the Interim Order by this court
or any other tribunal. The obligations and indebtedness of Debtors to Agent and Lenders under
this Final Order and the Interim Order and the Financing Agreements shall not be discharged by
the entry of an order confirming any plan of reorganization in Debtors' bankruptcy cases or under
the Bankruptcy Code, unless and until the Obligations are paid in full prior to or concurrently
with the "effective date” of any such plan.

30. The Debtors irrevocably waive any right to seek any modifications or extensions
of this Final Order without the prior written consent of Agent, and no such consent shall be
implied by any other action, inaction or acquiescence by Agent.

31. To the extent the terms and conditions of the Financing Agreements are in
conflict with the terms and conditions of this Final Order, the terms and conditions of this Final

Order shall control.
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32. The terms of the Financing Agreements and the terms of this Final Order have
been negotiated in good faith and at arm's length between Debtors, Agent and the Lenders, and
any loans, advances or other financial and credit accommodations which are made or caused to
be made to Debtors by Agent or the Lenders pursuant to the Financing Agreements are deemed
to have been extended in good faith, as the term "good faith" is used in Section 364(e) of the
Bankruptcy Code, and shall be entitled to the full protection of Section 364(e) of the Bankruptcy
Code.

33. The Debtors having utilized the proceeds of the initial borrowing under the
Financing Agreements to provisionally pay-off (or cash-collateralize) the Debtors' obligations to
the Pre-Petition Lenders (the "Pay-Off™):

a. Any lien or security interest of the Pre-Petition Lenders on any asset of the
Debtors is terminated and extinguished and of no force or effect whatsoever;

b. To the extent it has not already done so, Chase as Collatera] Agent (as
defined in the Chase Agreements) shall, at the request and expense of the Debtors, deliver to
Agent the stock certificates and promissory notes issued or pledged under the Chase Agreements,
cxceute and deliver any Uniform Commercial Code termination statements, lien, releases,
mortgage releases, re-assignments of trademarks, discharges of security interests, and other
similar discharge or release documents (and if applicable, in recordable form) as are reasonably
necessary to release, as of record, the security interests, financing statements, and all other
notices of security interests and liens previously field by Chase, as the Collateral Agent, with
respect to the obligations under the Chase Agreements.

c. To the extent it has not already done so, Chase, as Administrative Agent
(as defined in the Chase Agreements), shall use its commercially reasonable efforts to return to
the Debtors the originals of any and all promissory notes and stock certificates, if any, previously
delivered to Chase, as Administrative Agent, in connection with the Chase Agreements, duly
marked "paid in full" or "cancelled" (or with written authorizations to so mark such documents

after the Pay-Off actually occurs) as may be appropriate.
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34. Nothing contained herein shall be deemed to terminate or otherwise impair
(i) those expense reimbursement, indemnification or other provisions of the Chase Agreements
which by their terms survive the repayment of the obligations due thereunder, and the obligations
of the Debtors with respect to any such provision shall constitute a super-priority administrative
claim, subject only to the super-priority claims granted to Agent and Lenders and to the
Carve-Out, or (ii) any other claim or cause of action of Chase or the Pre-Petition Lenders against
the Debtors.

3s. The payment to the Pre-Petition Lenders, as provided in paragraph 33, shall be
without prejudice to the right of Debtors or any Official Creditors' Committee appointed in these
proceedings (the "Creditors' Committee") or any other appropriate party with standing to seek to
(1) disallow or challenge the amount of the Pre-Petition Lenders' claims, (ii) avoid any security or
collateral interest in the assets of the Debtors claimed by the Pre-Petition Lenders, (iii) otherwise
challenge the validity, priority or extent of the Pre-Petition Lenders' liens and/or claims,
(iv) disgorge all or any part of any payment or transfer made by the Debtors to the Pre-Petition
Lenders, or (v) obtain any other relief, legal or equitable, against the Pre-Petition Lenders or
otherwise recover from the Pre-Petition Lenders on account of their relationship with the Debtors
prior to the commencement of these proceedings; provided, however, any such rights shall be as
against Pre-Petition Lenders only and not against Agent or the Lenders and the Obligations under
the Financing Agreements shall not be subject to any such disallowance, avoidance,
disgorgement or other relief on account of Debtors' payment of the Pre-Petition Lenders' claims;
provided, further, however, that in the event that any or all payments to the Pre-Petition Lenders
are disgorged, such disgorgement shall be without prejudice to any rights, claim and obligations
of the Pre-Petition Lenders and any other party in interest under that certain Indenture dated as of
February 26, 1998 among the Debtors and Bankers Trust Company, as Trustee, including,
without limitation, the consequences of any subordination provisions. Any such proceeding shall

set torth with reasonable particularity the basis and the reason why the Pre-Petition Lenders'
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claim should not have been paid in full in accordance with this Final Order and the Interim
Order.

36. Notwithstanding any provision of the Agency Agreement, dated as of
December 1, 2000 (the "Agency Agreement"), between Hilco, as Agent, and F rank's, as
Merchant: (a) Hilco shall not be free to pursue foreclosure and other remedies with respect to the
Merchandise and the Proceeds (each as defined in the Agency Agreement) absent relief from the
automatic stay under Section 362 of the Bankruptcy Code; and (b) the Debtors, as debtors in
possession, shall be entitled (under Sections 105 and 362 of the Bankruptcy Code or otherwise)
to object to any request for such relief or to seek to stay, enjoin or otherwise delay or impede
Hilco's remedies against the Merchandise and the Proceeds, including, without limitation, Hilco's
right to foreclose.

37. FNC is authorized to execute and deliver the Parent F inancing Documents and
thereby guarantee all of the Frank's Obligations under the Financing Agreements. FNC's
guarantee shall be secured by a lien on and security interest in all of FNC's assets and properties
(including, without limitation, the capital stock of Frank's owned by FNC) in favor of the Agent
on behalf of the Lenders.

38. Each of the Debtors is authorized to perform all acts, to make, execute and deliver
all instruments and documents, to retain all professionals, and to pay fees, expenses and all other
amounts including, without limitation, payment of all title insurance premiums, title search costs
and filing and recording fees required in connection with the Financing Agreements and the sale
of real estate assets, and disbursements incurred prior to the Petition Date which may be required
or necessary for their performance under the Financing Agreements, FNC Financing Documents
and the related documents. Notwithstanding anything to the contrary contained in this Final
Order or the Interim Order, legal descriptions may be attached to this Final Order or the Interim
Order in the event the Debtors or Agent or Lenders desire to record this Final Order or the
Interim Order in connection with any transactions contemplated by the F inancing Agreements.

Any such recordation shall be exempt from any filing and recording fees, mortgage recording
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taxes, documentary stamp taxes, intangible taxes and similar taxes imposed upon such financing
or recordation under any federal, state or local law.

39.  Paragraph 17 of the Bridge Stipulation and Order (I) Authorizing and Restricting
Use of Cash Collateral Pursuant to 11 U.S.C. § 363 and Bankruptcy Rule 4001(b); and (II)
Granting Adequate Protection Pursuant to 11 U.S.C. §§ 361 and 363 is hereby incorporated by
reference herein in its entirety.

40.  Copies of any notice, report or other information given or required to be given by
the Debtors to Agent or Agent to the Debtors pursuant to the Financing Agreements, this Final
Order, the Interim Order or any related document shall also be given simultaneously to counsel

for the Committee.

M & 200/ KneoJ. I e AL

UNITED STATES BANKRUPTCY JUDGE

cc: Paul M. Nussbaum, Esq.
Martin T. Fletcher, Esq.
Whiteford, Taylor & Preston, L.L.P.
7 Saint Paul Street, Suite 1400
Baltimore, MD 21202-1626

Alan Lipkin, Esq.

Carollynn H.G. Pedreira, Esq.
Steven Wilamowsky, Esq.
Willkie Farr & Gallagher

787 Seventh Avenue

New York, NY 10019-6099

Karen Moore, Esq.

Mark Neal. Esq.

Office of the United States Trustee
300 West Pratt Street, Suite 350

Baltimore, MD 21201

Nancy V. Alquist
Ballard Spahr Andrews & Ingersoll, LLP

300 East Lombard Street
Baltimore, MD 21202-3268
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Peter M. Palladino
Douglas R. Gooding
John F. Ventola

Choate, Hall & Stewart
Exchange Place

53 State Street

Boston, MA 02109-2891

Joel I. Sher, Esquire

/ Shapiro Sher & Guinot
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EXHIBIT A



Execution Copy

AMENDED AND RESTATED
DEBTOR IN POSSESSION
LOAN AND SECURITY AGREEMENT

by and among

FRANK'S NURSERY & CRAFTS, INC.

as Borrower,

THE LENDERS THAT ARE SIGNATORIES HERETO
as the Lenders,
and
WELLS FARGO RETAIL FINANCE, LLC

as Agent

Dated as of February 19, 2001
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LOAN AND SECURITY AGREEMENT

THIS AMENDED AND RESTATED DEBTOR IN POSSESSION LOAN
AND SECURITY AGREEMENT (this "Agreement"), is entered into as of February 19, 2001,
among Frank's Nursery & Crafts, Inc., a Michi gan corporation and a debtor and debtor-in-
possession under Chapter 11 of the Bankruptcy Code (as defined below) ("Borrower"), with its
chief executive office located at 1175 West Long Lake Road, Troy, Michigan 48098, on the one
hand, and the financial institutions listed on the signature pages hereof (such financial
institutions, together with their respective successors and assigns, are referred Lo hereinafter each
individually as a "Lender" and collectively as the "Lenders"), and WELLS FARGO RETAIL
FINANCE, LLC, as Agent, on the other hand.

The parties agree as follows:
1. DEFINITIONS AND CONSTRUCTION.

1.1.  Definitions. As used in this Agreement, the following terms shall have the
following definitions:

"Account Debtor" means any Person who is or who may become obligated under,
with respect to, or on account of, an Account.

"Accounting Period" means a four-calendar-week period within a fiscal year of
the Borrower with the first such period commencing on the first day of a fiscal year and each
subsequent such four-calendar-week period subsequently commencing at the end of the
immediately proceeding period, resulting in thirteen four-week periods in one fiscal year; each
such "Accounting Period" is referred to herein consecutively as Accounting Period 1 through
Accounting Period 13.

"Accounts" means all currently existing and hereafter arising accounts, contract
rights, and all other forms of obligations owing to Borrower arising out of the sale or lease of
goods or the rendition of services by Borrower, irrespective of whether earned by performance,
and any and all credit insurance, guaranties, or security therefor.

"Advances" has thc meaning set forth in Section 2.1(a).

"Adjusted Letter of Credit Usage" means, as of any date of determination, the
sum of (a) (i) 100%, minus the Applicable Inventory Advance Rate, times (ii) the undrawn
amount of outstanding Inventory Letters of Credit, plus (b) 50% of the outstanding amount of all
other outstanding Letters of Credit, plus (c) all domestic landing, frei ght and duty charges
applicable thereto.

"Adverse Action" means any action or any assertion of any claims or causes of
action against Agent or Lenders or their officers, directors, employees, agents, attorneys,
affiliates, assigns or successors to object to or contest, or raise any defenses to, the validity,
perfection, priority, or enforceability of the Obligations of the Liens of Agent or Lender granted
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under the Loan Documents; or to take any act which has the effect of materially modifying or
compromising the rights and remedies of Agent or Lenders, including without limitation the
preparation and/or support of a Chapter 11 plan of reorganization that is contrary to any term or
condition set forth in or acknowledged by this Agreement or the Orders.

"Affiliate" means, as applied to any Person, any other Person who directly or
indirectly controls, is controlled by, is under common control with or is a director or officer of
such Person. For purposes of this definition, "control” means the possession, directly or
indirectly, of the power to vote 5% or more of the securities having ordinary voting power for the
election of directors or the direct or indirect power to direct the management and policies of a
Person.

"Agent" means Wells Fargo Retail Finance, LLC, solely in its capacity as agent
for the Lenders, and shall include any successor agent.

"Agent Advance" has the meaning set forth in Section 2.1(h).
"Agent Loan" has the meaning set forth in Section 2.1(g).
"Agent-Related Persons" means Agent, together with its Affiliates, and the

officers, directors, employees, counsel, agents (including Oversight Agent), and attorneys-in-fact
of Agent and such Affihates.

"Agent's Account" has the meaning set forth in Section 2.8.

"Agent's Discretion" means:

(a) Each reference in the Loan Documents to the exercise of discretion or the
like by the Agent shall be to that Agent's exercise of its reasonable (from the perspective of a
secured asset-based lender) business judgment, in good faith (which shall be presumed), based
upon that Agent's consideration of any such factor as the Agent, taking into account information
of which that Agent then has actual knowledge, believes:

(1) Will or reasonably could be expected to affect the value of the
Collateral, the enforceability of the Agent's security and collateral interests
therein, or the amount which the Agent would likely realize therefrom (taking into
account delays which may possibly be encountered in the Agent's realizing upon
the Collateral and likely Lender Group Expenses in connection with the
enforcement of remedies and associated costs of collection);

(i)  Indicates that any report or financial information delivered to the
Agent by or on behalf of the Borrower is incomplete, inaccurate, or misleading in
any material manner or was not prepared in accordance with the requirements of
this Agreement; and/or

(i)  Constitutes a Default or an Event of Default.
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(b) In the exercise of such judgment, as set forth in clause (a) above, the
Agent also may take into account any of the following factors:

(1) Those included in, or tested by, the definitions of "Eligible
Inventory" and "Cost";

(i)  The current financial and business climate of the industry in which
the Borrower competes (having regard for the Borrower's position in that
industry);

(i)  General economic conditions which have a material effect on cost
structure;

(iv)  Material changes in or to the mix of the Borrower's Inventory;

(v)  Seasonality with respect to the Borrower's Inventory and pattern of
the Borrower's retail sales versus that which was projected;

(vi)  Material changes in Availability versus that which was projected;
and/or

(vi))  Such other factors as the Agent determines as having a material
bearing on credit risks associated with the providing of loans and financial
accommodations to the Borrower.

(c) The burden of establishing the failure of the Agent to have acted in a
reasonable manner in such Agent's exercise of discretion shall be the Borrower's.

"Agent's Liens" means the Liens granted hy Rorrower to Agent for the benefit of
the Lender Group under this Agreement and/or the other Loan Documents.

"

Agreement" has the meaning set forth in the preamble hereto.

"Applicable Inventory Advance Rate" means with respect to any Inventory Letter
of Credit issued for the purpose of purchasing: (i) Eligible Lawn & Garden Inventory, seventy
percent (70%); (ii) Eligible Live Plants Inventory, fifty-five percent (55%); (iii) Eligible Floral &
Crafts inventory, sixty percent (60%); (iv) Eligible Christmas Decoration Inventory to be
delivered to Borrower during Accounting Periods 7 through 12 of cach fiscal year, sixty percent
(60%); or (v) Eligible Christmas Decoration Inventory to be delivered to Borrower during any
other Accounting Period of each fiscal year, thirty percent (30%).

"Assignee” has the meaning set forth in Section 15.1.

"Assignment and Acceptance” has the meaning set forth in Section 15.1 (a) and
shall be in the form of Exhibit A-1.
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"Authorized Person" means any officer or other employee of Borrower.

"Availability" means, as of any date of determination, the result (so long as such
result is a positive number) of (a) the lesser of the Borrowing Base (net of applicable Reserves)
or the Maximum Revolving Amount, plus (b) the lesser of the Maximum Special Real Estate
Line Amount or 50%-ef the Net-Lendable Real Estate Value Line Borrowing Base (net of any
applicable Reserves), less (c) the Revolving Facility Usage.

"Availability Reserves" means such reserves as Agent from time to time

determines in Agent’s Discretion as being appropriate to reflect the impediments to the Agent’s
ability to realize upon the Collateral. Without limiting the generality of the foregoing,
Availability Reserves may include (but are not limited to) reserves based on the following:

()

rent for any leased store location where the landlord or any of other Person

could assert a statutory lien in respect of the Collateral, for which an acceptable Collateral
Access Agreement has not been received by Agent (irrespective of whether any rent is currently

due);
(b)
©)
(d)
(e)
(®

in-store customer credits and gift certificates;

payables (based upon payables which are past due normal trade terms);
frequent shopper programs;

special orders and customer deposits;

taxes and other governmental charges, including ad valorem, personal

property, sales, and other taxes which may have priority over the security interests of the Lender
Group in the Collateral:

(8
(h)

held or post-dated checks;

claims that Agent believes in Agent's Discretion could have priority over

the Obligations by virtue of Borrower’s Bankruptcy Case and application of the Bankruptcy

Code;
(®)
)
9]
O

the Carve Out Reserve;
any "self-insurance" program maintained by the Borrower;
any claims or Liens under PACA; and

in respect of the Special Real Estate Line Advances, environmental or title
issues or competing Liens in respect of the Core Properties.
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"Average Unused Portion of the Total Commitment" means, as of any date of
determination, (a) the Total Commitment, less (b) the sum of (i) the average Daily Balance of
Advances that were outstanding during the immediately preceding month, plus (ii) the average
Daily Balance of the undrawn Letters of Credit that were outstanding during the immediately
preceding month.

“Bankruptcy Case” means the case filed by Borrower under Chapter 11 of the
Bankruptcy Code with the Bankruptcy Court, case no. 01-52415-JS.

"Bankruptcy Code" means the United States Bankruptcy Code (11 U.S.C. § 101
et seq.), as amended, and any successor statute.

"Bankruptcy Court” means the United States Bankruptcy Court for the District of
Maryland, or such other successor court where the Bankruptcy Case is pending.

"Base LIBOR Rate" means the rate per annum, determined by Agent in
accordance with its customary procedures, and utilizing such electronic or other quotation
sources as it considers appropriate (rounded upwards, if necessary, to the next 1/16%), on the
basis of the rates at which Dollar deposits are offered to major banks in the London interbank
market on or about 11:00 a.m. (California time) 2 Business Days prior to the commencement of
the applicable Interest Period, for a term and in amounts comparable to the Interest Period and
amount of the LIBOR Rate Loan requested by Borrower in accordance with this Agreement,
which determination shall be conclusive in the absence of manifest error.

"Benefit Plan" means a "defined benefit plan" (as defined in Section 3(35) of
ERISA) for which Borrower, any Subsidiary of Borrower, or any ERISA Affiliate has been an
"employer" (as defined in Section 3(5) of ERISA) within the past six years.

"Blocked Account"” means any DDA for which a DDA Notification has been
received by the depository institution that maintains such DDA

"Borrower" has the meaning set forth in the preamble to this Agreement.

"Borrower's Books" means all of Borrower's books and records including:
ledgers; records indicating, summarizing, or evidencing Borrower's properties or assets
(including the Collateral) or liabilities; all information rclating to Borrowcr's busincss operations
or financial condition; and all computer programs, disk or tape files, printouts, runs, or other
computer prepared information.

"Borrowing" means a borrowing hereunder consisting of Advances made on the
same day by the Lenders, or by Agent in the case of an Agent Loan or an Agent Advance.

"Borrowing Base" has the meaning set forth in Section 2.1(a).

"Business Day" means any day that is not a Saturday, Sunday, or other day on
which national banks are authorized or required to close.
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“Business Plan” means Borrower's business plan attached hereto as Exhibit B-1,

together with any amendment, modification, or revision to such business plan approved by
Agent.

“Capital Lease” means any lease which may be capitalized in accordance with
GAAP.

"Carve-Out Expenses” means: (a) the quarterly fees required to be paid by
Borrower pursuant to 28 U.S.C. § 1930(a); (b) fees payable to the clerk of the Bankruptcy Court;
and (c) to the extent that there are insufficient assets in the Estate to pay all allowed but unpaid
administrative expenses and only to the extent that the fees and expenses incurred on or after the
Petition Date by professionals retained under sections 327 or 1103 by Borrower or by any
official committee appointed pursuant to section 1102 (collectively, “Professional Fees”), all of
the foregoing up to a maximum aggregate sum not exceeding the amount of the Carve Out
Reserve; provided that the Carve-Out Expenses shall not include (1) any other claims that are or
may be senior to or pari passu with any of the Carve-Out Expenses or any Professional Fees and
expenses of a Chapter 7 trustee; (ii) any prepetition retainer paid to Borrower’s counsel in
connection with or related to the Bankruptcy Case; and (111) any Professional Fees and expenses
related to or arising from any Adverse Lender Action.

"Carve-Out Reserve" means $2,000,000.

"Change of Control" shall be deemed to have occurred at such time as a "person”
or "group" (within the meaning of Sections 13(d) and 14(d)(2) of the Securities Exchange Act of
1934), other than the holders thereof on the date hereof and their Affiliates, becomes the
"beneficial owner" (as defined in Rule 13d-3 under the Securities Exchange Act of 1934),
directly or indirectly, of more than 10% of the total voting power of all classes of stock then
outstanding of Borrower entitled to vote in the election of directors.

"Christmas Nursery" means all live Christmas plants and trees included in
Department 1.

"Closing Date" means the date of the first to occur of the making of the initial
Advance or the issuance of the initial Letter of Credit.

"Code" means the Uniform Commercial Code as in effect in the Commonwealth
of Massachusetts.

"Collateral" means each of the following:
(a) the Accounts,
(b) Borrower's Books,

(©) the Equipment,
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(d) the General Intangibles,

(e) the Inventory,

® the Investment Property,

(2) the Negotiable Collateral,
(h) the Real Property Collateral,

(1) any money, or other assets of Borrower that now or hereafter come into
the possession, custody, or control of the Lender Group, and

() the proceeds and products, whether tangible or intangible, of any of the
foregoing, including proceeds of insurance covering any or all of the Collateral, and any and all
Accounts, Borrower's Books, Equipment, General Intangibles, Inventory, Negotiable Collateral,
Real Property, money, deposit accounts, or other tangible or intangible property resulting from
the sale, exchange, collection, or other disposition of any of the foregoing, or any portion thereof
or interest therein, and the proceeds thereof,

provided that any avoidance actions under Sections 544, 547 or 548 of the Bankruptcy Code and

the proceeds thereof shall not be included in the Collateral. only-up-to-the-amount-by-which the
d Frave iy d-the-payn he Fve-OutExpenses{itbeins-understood-thata

a nd
> >
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ARt prostrvea1o—thHe-oehe

) ¥ :

"Collateral Access Agreement" means a landlord waiver, mortgagee waiver,
bailee letter, or acknowledgment agreement of any warehouseman, processor, lessor, consignee,
or other Person in possession of, having a Lien upon, or having rights or interests in the
Equipment or Inventory, in each case, in form and substance satisfactory to Agent.

"Collections" means all cash, checks, notes, instruments, and other items of
payment (including, insurance proceeds, proceeds of cash sales, rental proceeds, and tax
refunds).

"Commitment" means, at any time with respect to a Lender, the principal amount
set forth beside such Lender's name under the heading "Commitment” on Schedule C-1 or on the
signature page of the Assignment and Acceptance pursuant to which such Lender became a
Lender hereunder in accordance with the provisions of Section 15.1, as such Commitment may
be adjusted from time to time in accordance with the provisions of Section 15.1 and
"Commitments" means, collectively, the aggregate amount of the commitments of all of the
Lenders.
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"Compliance Certificate" means a certificate substantially in the form of Exhibit
C-1 and delivered by the chief accounting officer of Borrower to Agent.

“Concentration Account” means account number 144094771 of Borrower,
maintained at The Chase Manhattan Bank, or such other deposit account of Borrower (located in
the United States) into which cash received in the other Blocked Accounts is wire transferred as

provided in Section 2.8(b).

“Concentration Account Agreement” means the Blocked Account Agreement
among Borrower, the Concentration Account Bank and Agent, applicable to the Concentration
Account.

“Concentration Account Bank™ means The Chase Manhattan Bank.

"Core Properties" means, collectively, each of the parcels of Real Property
Collateral identified on Schedule A-1 and any other parcel of Real Property Collateral designated
by the Agent from time to time in its Agent's Discretion as a "Core Property".

“Cost™ means the calculated cost of Inventory, as determined from invoices
received by Borrower, Borrower’s purchase journal or stock ledger, based upon Borrower’s
accounting practices, known to Agent, which practices are in effect on the date on which this
Agreement was executed. “Cost” does not include any inventory capitalization costs inclusive of
advertising, but may include other charges used in Borrower’s determination of cost of goods
sold and bringing goods to market, all within Agent’s sole discretion and in accordance with
GAAP.

"Credit Card Agreements" means those certain agreements between A gent and the
credit card clearinghouses and processors of Borrower pursuant to which such credit card
clearinghouse or processors agree to transfer on a daily basis all credit card receipts of Borrower,
or other amounts payable by such clearinghouse or processor, into the Concentration Account.
All Credit Card Agreements shall be in form and substance satisfactory to Agent.

"Daily Balance" means, with respect to each day during the term of this
Agreement, the amount of an Obligation owed at the end of such day.

"DDA" means any checking or other demand daily dcpository account maintained
by Borrower.

"DDA Notification" has the meaning sct forth in Section 3.1(k).

"deems itself insecure" means that the Person deems itself insecure in accordance
with the provisions of Section 1208 of the Code.

"Default" means an event, condition, or default that, with the giving of notice, the
passage of time, or both, would be an Event of Default.
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"Defaulting Lender" has the meaning set forth in Section 2.1 (f)(i1).

"Defaulting Lenders Rate" means the Reference Rate for the first three days from
and after the date the relevant payment is due and thereafter at the interest rate then applicable to
Advances.

"Department 1" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 1" consisting primarily of Outdoor Live
Plants.

"Department 2" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 2" consisting primarily of indoor live foliage,
indoor flowering plants, hanging baskets, table plants and indoor bedding and hanging plants.

"Department 3" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 3" consisting primarily of planters and plant
accessories.

"Department 4" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 4" consisting primarily of gardening tools,
gardening accessories, water management tools and seasonal accessories (except for Christmas
accessories).

"Department 5" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 5" consisting primarily of fertilizer, spreaders,
chemicals, sprayers and seeds.

"Department 6" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 6" consisting primarily of bird food, bird
feeders, bird accessories, outdoor living, seasonal hardgoods and outdoor bulk goods.

"Department 7" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 7" consisting primarily of Christmas
Decoration Inventory.

"Department 8" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 8" consisting primarily of annual and
perennial bedding plans and bulbs.

"Department 9" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 9" consisting primarily of silk and dried
flowers, potted trees and floral craft arrangements.

"Department 10" means the category of Inventory historically referred to by the

Borrower in its books and records as "Department 10" consisting primarily of paints, paint
accessories, wood crafts, craft accessories, ribbon, furniture, garden decor,
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"Department 999" means the category of Inventory historically referred to by the
Borrower in its books and records as "Department 999"

"Designated Account" means account number 323837735 of Borrower
maintained with Borrower's Designated Account Bank, or such other deposit account of
Borrower (located within the United States) which has been designated, in writing and from time
to time, by Borrower to Agent.

"Designated Account Bank" means The Chase Manhattan Bank, whose office is
located at 1 Chase Manhattan Bank Plaza, 7th Floor, New York, New York 10081, and whose
ABA number is 021000021.

"Disbursement Letter" means an instructional letter executed and delivered by
Borrower to Agent regarding the extensions of credit to be made on the Closing Date, the form
and substance of which shall be satisfactory to Agent.

"Dollars or $" means United States dollars.

"Early Termination Premium" has the meaning set forth in Section 3.6.

“EBITDA” means the consolidated net income of Borrower and its Subsidiaries
(excluding extraordinary items) for the applicable period (a) plus all interest expense, income tax
expense, depreciation and amortization (including amortization of any goodwill or other
intangibles) for the period, (b) plus or minus losses or gains attributable to any fixed asset sales
in the period and (c) plus or minus any other non-cash charges which have been subtracted or
added in calculating consolidated net income for the period, (d) plus any non-recurring charge or
restructuring charge (including retention plans), (e) plus the cumulative effect of any change in
accounting principles and (f) plus "Chapter 11 expenses" (or "administrative costs reflecting
Chapter 11 expenses") as shown on the Borrower's statement of income for such period.

"Eligible Christmas Decoration Inventory" means all Eligible Inventory
consisting of Christmas tree electronics, lifelike Christmas trees, Christmas tree decorations,
boutique items, Christmas tree stands, stationary, wreaths, garland and all other Inventory
included in Department 7; provided that Christmas Inventory does not include Christmas
Nurscry.

"Eligible Floral & Crafts Inventory" means all Eligible Inventory consisting of
silk and dried flowers, potled trees, (loral crafls, furniture, garden decor, paints, paint
accessories, wood crafts, craft accessories, candles, party goods, frames, door mats, ribbon and
all other Inventory included in Department 9, Department 10 and Department 999.

"Eligible Inventory" means Inventory consisting of first quality finished goods
held for sale in the ordinary course of Borrower's business that are located at or in-transit
between Borrower's premises identified on Schedule E-1, that strictly comply with each and all
of the representations and warranties respecting Inventory made by Borrower to the Lender

10
3221280.10



Group in the Loan Documents. and that are and at all times continue to be acceptable to the
Lender Group in all respects; provided, however, that standards of eligibility may be fixed and
revised from time to time by the Agent in the Agent's Discretion. In determining the amount to
be so included, Eligible Inventory shall be valued at the lower of Cost or market on a basis
consistent with Borrower's current and historical accounting practices less the amount of all
Inventory Reserves. An item of Inventory shall not be included in Eligible Inventory if:

(a) it is not owned solely by Borrower or Borrower does not have good, valid,
and marketable title thereto or is subject to a Lien under PACA;

(b) itis not located at one of the locations set forth on Schedule E-1 or in
transit between such locations;

(© it is not subject to a valid and perfected first priority security interest in
favor of the Lender Group;

(d it consists of goods returned or rejected by Borrower's customers or goods
in transit; and

(e) it is obsolete or slow moving, a restrictive or custom item, packaging and
shipping materials, supplies used or consumed in Borrower's business, Inventory subject to a
Lien in favor of any third Person, defective goods, "seconds," or Inventory acquired on
consignment.

"Eligible Lawn & Garden Inventory" means all Eligible Inventory consisting of
planters, planting accessories, gardening tools, gardening accessories, water management tools,
sprayers, seed, hird food, bird feeders, bird accessories. outdoor living, seasonal hardgoods,
outdoor bulk goods and all other Inventory included in Department 3, Department 4, Department
5 and Department 6.

"Eligible Live Plants Inventory" means all Eligible Inventory consisting of
outdoor live plants, indoor live foliage, flowering plants, hanging baskets, table plants, annual
and perennial bulbs, bedding and hanging plants and all other Inventory included in Department
1, Department 2 and Department 8.

"Eligible Transferee" means (a) a commecrcial bank organized under the laws of
the United States, or any state thereof, and having total assets in excess of $5,000,000,000, or the
asset based lending Affiliate of such bank, (b) a commercial bank organized under the laws of
any other country which is a member of the Organization for Economic Cooperation and
Development or a political subdivision of any such country, and having total assets in excess of
$5,000,000,000, or the asset based lending Affiliate of such bank; provided that such bank 1s
acting through a branch or agency located in the United States, (c) a finance company, insurance
or other financial institution, or fund that is engaged in making, purchasing, or otherwise
investing in commercial loans in the ordinary course of its business and having total assets in
excess of $500,000,000, (d) any Affiliate (other than individuals) of an existing Lender, and (¢)
any other Person approved by Agent and Borrower.

11
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“Entered” means recorded on the docket with respect to the Bankruptcy Case by
the Clerk of the Bankruptcy Court.

"Equipment” means all of Borrower's present and hereafter acquired machinery,
machine tools, motors, equipment, furniture, furnishings, fixtures, vehicles (including motor
vehicles and trailers), tools, parts, goods (other than consumer goods, farm products, or
Inventory), wherever located, including, all attachments, accessories, accessions, replacements,
substitutions, additions, and improvements to any of the foregoing.

"ERISA" means the Employee Retirement Income Security Act of 1974, 29
U.S.C. §§ 1000 et seq., amendments thereto, successor statutes, and regulations or guidance
promulgated thereunder.

"ERISA Affiliate" means (a) any corporation subject to ERISA whose employees
are treated as employed by the same employer as the employees of Borrower under IRC Section
414(b), (b) any trade or business subject to ERISA whose employees are treated as employed by
the same employer as the employees of Borrower under IRC Section 414(c), (c) solely for
purposes of Section 302 of ERISA and Section 412 of the IRC, any organization subject to
ERISA that is a member of an affiliated service group of which Borrower is a member under
IRC Section 414(m), or (d) solely for purposes of Section 302 of ERISA and Section 412 of the
IRC, any party subject to ERISA that is a party to an arrangement with Borrower and whose
employees are aggregated with the employees of Borrower under IRC Section 414(0).

"ERISA Event" means (a) a Reportable Event with respect to any Benefit Plan or
Multiemployer Plan, (b) the withdrawal of Borrower, any of its Subsidiaries or ERISA Affiliates
from a Benefit Plan during a plan year in which it was a "substantial employer" (as defined in
Section 4001(a)(2) of ERISA), (c) the providing of notice of intent to terminate a Benefit Plan in
a distress termination (as described in Section 4041(c) of ERISA), (d) the institution by the
PBGC of proceedings to terminate a Benefit Plan or Multiemployer Plan, (e) any event or
condition (i) that provides a basis under Section 4042(a)(1), (2), or (3) of ERISA for the
termination of, or the appointment of a trustee to administer, any Benefit Plan or Multiemployer
Plan, or (i1) that may result in termination of a Multiemployer Plan pursuant to Section 4041A of
ERISA, (f) the partial or complete withdrawal within the meaning of Sections 4203 and 4205 of
ERISA, of Borrower, any of its Subsidiaries or ERISA Affiliates from a Multiemployer Plan, or
(g) providing any security to any Plan undcr Scction 401(a)(29) of the IRC by Borrower or its
Subsidiaries or any of their ERISA Affiliates.

"Lstate" means the estale created by virtue of the Bankruptcy Case.

"Event of Default" has the meaning set forth in Section 8.

"Existing Lender" means, collectively, the lenders party to the Credit Agreement
dated as of December 24, 1997, as amended, among Borrower, The Chase Manhattan Bank, as
Agent, and the institutions party thereto.
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"Fee Letter" means that certain fee letter agreement dated as of the date hereof
between Borrower and Agent, in form and substance satisfactory to Agent in Agent's discretion.

"FEIN" means Federal Employer Identification Number.

“Final Bankruptcy Court Order” means an order containing a finding of good
faith under Section 364(e) of the Bankruptcy Code in form, scope and substance acceptable to
the Agent in Agent's Discretion finally approving this Agreement and the other Loan
Documents, as such order may be amended, modified or supplemented from time to time with
the express written joinder and consent of the Agent and the Borrower and the approval of the
Bankruptcy Court, which order has not been vacated, appealed with respect to the question of
whether the Agent or any Lender is a good faith lender under Section 364(¢) of the Bankruptcy
Code, reversed, stayed, modified or supplemented.

“Final Bankruptcy Court Order Date” means the date which the Final Bankruptcy
Court Order shall have been duly Entered by the Bankruptcy Court and shall be in full force and
effect, and shall not have been reversed, stayed, modified or amended, absent written consent of
the Agent and the Borrower.

“Final Order” means an order of the Bankruptcy Court (a) as to which the time to
appeal, petition for certiorari or move for reargument or rehearing has expired and as to which no
appeal, petition for certiorari or other proceedings for reargument or rehearing shall then be
pending, or (b) if an appeal, writ of certiorari, reargument or rehearing thereof has been filed or
sought, such order of the Bankruptcy Court shall have been affirmed by the highest court to
which such order was appealed, or certiorari shall have been denied or reargument or rehearing
shall have been denied or resulted in no modification of such order, and the time to take any
further appeal, petition for certiorari or move for reargument or rehearing shall have expired.

"Funding Date" means the date on which a Borrowing occurs.

"Funding Orders" means, collectively, the Final Bankruptcy Court Order and the
Interim Bankruptcy Order, as respectively Entered by the Bankruptcy Court.

"GAAP" means generally accepted accounting principles as in effect from time to
time in the United States, consistently applied.

"General Intangibles" means all of Borrower's present and future general
intangibles and other personal property (including Borrower's rights under the Hilco Agreement,
contract rights, rights arising under common law, slatutes, or regulations, choses or things in
action, the Borrower’s avoidance action rights under Sections 544547548 Section 549 and
330 of the Bankruptcy Code, commercial tort claims, goodwill, patents, trade names, trademarks,
servicemarks, copyrights, blueprints, drawings, purchase orders, customer lists, monies due or
recoverable from pension funds, route lists, rights to payment and other rights under any royalty
or licensing agreements, infringement claims, computer programs, information contained on
computer disks or tapes, literature, reports, catalogs, deposit accounts, insurance premium
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rebates, tax refunds, and tax refund claims), other than goods, Accounts, and Negotiable
Collateral.

"Governing Documents" means the certificate or articles of incorporation, by-
laws, or other organizational or governing documents of any Person.

"Governmental Authority" means any nation or government, any state or other
political subdivision thereof and any entity exercising executive, legislative, judicial, regulatory
or administrative functions of or pertaining to government.

"Gross Margin" means, at any date of determination, the percentage resulting
from: (i) the Borrower's sales for any applicable period minus the cost of goods sold for such
period, divided by (ii) Borrower's sales for such period.

"Hazardous Materials" means (a) substances that are defined or listed in, or
otherwise classified pursuant to, any applicable laws or regulations as "hazardous substances,"
"hazardous materials," "hazardous wastes," "toxic substances," or any other formulation intended
to define, list, or classify substances by reason of deleterious properties such as ignitability,
corrosivity, reactivity, carcinogenicity, reproductive toxicity, or "EP toxicity", (b) oil, petroleum,
or petroleum derived substances, natural gas, natural gas liquids, synthetic gas, drilling fluids,
produced waters, and other wastes associated with the exploration, development, or production
of crude oil, natural gas, or geothermal resources, (c) any flammable substances or explosives or
any radioactive materials, and (d) asbestos in any form or electrical equipment that contains any
oil or dielectric fluid containing levels of polychlorinated biphenyls in excess of 50 parts per
million.

"Hilco Agreement" means the Agency Agreement dated as of December 1, 2000
between Hilco Merchant Resources, LLC, as Agent, and the Borrower, as the same may be
amended, modified, extended or restated from time to time, a copy of which is attached hereto as
Exhibit E-1.

"Indebtedness" means: (a) all obligations of Borrower for borrowed money, (b)
all obligations of Borrower evidenced by bonds, debentures, notes, or other similar instruments
and all reimbursement or other obligations of Borrower in respect of letters of credit, bankers
acceptances, interest rate swaps, or other financial products, (c) all obligations of Borrower under
Capital Leases, (d) all obligations or liabilities of others secured by a Lien on any property or
asset of Borrower, irrespective of whether such obligation or liability is assumed, and (e) any
obligation of Borrower guaranteeing or intended to guarantee (whether guaranteed, endorsed, co-
made, discounted, or sold with recourse to Borrower) any indebtedness, lease, dividend, letter of
credit, or other obligation of any other Person.

"Insolvency Proceeding" means any proceeding commenced by or against any
Person under any provision of the Bankruptcy Code or under any other bankruptcy or insolvency
law, assignments for the benefit of creditors, formal or informal moratoria, compositions,
extensions generally with creditors, or proceedings seeking reorganization, arrangement, or other
similar relief.
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"Intangible Assets" means, with respect to any Person, that portion of the book
value of all of such Person's assets that would be treated as intangibles under GAAP.

"Intellectual Property Security Agreement" means that certain Intellectual
Property Security Agreement, of even date herewith, between Borrower and Agent.

"Interest Period" means, with respect to each LIBOR Rate Loan, a period
commencing on the date of the making of such LIBOR Rate Loan and ending 1, 2, or 3 months
thereafter; provided, however, that (a) if any Interest Period would end on a day that is not a
Business Day, such Interest Period shall be extended (subject to clauses (c)-(e) below) to the next
succeeding Business Day, (b) interest shall accrue at the applicable rate based upon the LIBOR
Rate from and including the first day of each Interest period to, but excluding, the day on which
any Interest Period expires, (c) any Interest period that would end on a day that is not a Business
Day shall be extended to the next succeeding Business Day unless such Business Day falls in
another calendar month, in which case such Interest Period shall end on the next preceding
Business Day, (d) with respect to an Interest period numerically corresponding day in the
calendar month (or on a day for which there is no numerically corresponding day in the calendar
month at the end of such Interest Period), the Interest Period shall end on the lat Business Day of
the calendar month that is 1, 2, or 3 months after the date on which the Interest Period began, as
applicable, and (e) Borrower may not elect an Interest Period which will end after the Maturity
Date.

"Interim Bankruptcy Court Order" means an order of the Bankruptcy Court in
form, scope and substance satisfactory to Agent in Agent's Discretion, substantially in the form
attached hereto as Exhibit D-1, as such order may be amended, modified, or supplemented from
time to time with the express written consent of Agent and the Borrower and the approval of the
Bankruptcy Court.

"Interim Bankruptcy Court Order Date" means the date (which shall he no later
than ten (10) days after the Petition Date) on which each of the following shall have occurred:
(1) the Interim Bankruptcy Court Order shall have been duly Entered by the Bankruptcy Court
and shall be in full force and effect, and shall not have been appealed with respect to the question
of whether the Agent of any Lender is a good faith lender under Section 364(e) of the
Bankruptcy Code, reversed, stayed, modified, supplemented, vacated, or amended, absent
written consent of Agent and the Borrower; and (ii) Agent shall have detcrmincd that all
conditions set forth in Sections 3.1 and 3.2 shall have been satisfied or waived by Agent.

"Inventory" means all present and futurc inventory in which Borrower has any
interest, including goods held for sale or lease or to be furnished under a contract of service and
all of Borrower's present and future raw materials, work in process, finished goods, and packing
and shipping materials, wherever located.

"Inventory Letter of Credit" means a documentary Letter of Credit issued to
support the purchase by Borrower of Inventory prior to transit to a location set forth on Schedule
E-1, that provides that all draws thereunder must require presentation of customary
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documentation (including, if applicable, commercial invoices, packing list, certificate of origin,
bill of lading or airway bill, customs clearance documents, quota statement, inspection
certificate, beneficiaries statement and bill of exchange, bills of lading, dock warrants, dock
receipts, warehouse receipts, or other documents of title) in form and substance reasonably
satisfactory to Agent and reflecting the passage to Borrower of title to first quality Inventory
conforming to Borrower's contract with the seller thereof. Any such Letter of Credit shall cease
to be an "Inventory Letter of Credit" at such time, if any, as the goods purchased thereunder
become Eligible Inventory.

"Inventory Reserves" means such reserves as may be established from time to
time by Agent in Agent's Discretion with respect to the determination of the saleability, at retail,
of the Eligible Inventory or which reflect such other factors as affect the current retail or market
value of the Eligible Inventory. Without limiting the generality of the foregoing, Inventory
Reserves may include (but are not limited to) reserves based on the following:

(a) obsolescence (determined based upon Inventory on hand beyond a given
number of days);

(b) seasonality;

(c) shrinkage;

(d) imbalance;

(e) change in Inventory character, composition or mix;
® markdowns (both permanent and point of sale);

(g2) vendor chargebacks;

(h) duty and freight;

(1) retail markons or markups inconsistent with prior period practice and
performance, current business plans, or advertising calendar and planned advertising events; and

) estimatcd reclamation claims of unpaid sellers of Inventory to Borrower.

"Investment Property" means all of Borrower's presently existing and hereafter
acquired or arising investment property (as that term is defined in Section 9115 of the Code).

"IRC" means the Internal Revenue Code of 1986, as amended, and the regulations
thereunder.

"L/C" has the meaning set forth in Section 2.2(a).

"L/C Guaranty" has the meaning set forth in Section 2.2(a).
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“Lease” means any lease or other agreement, no matter how styled or structured,
which the Borrower is entitled to the use or occupancy of any space.

"L easehold Interest” means Borrower's interest under any lease in any Real
Property at which it maintains any of the Collateral (other than the Real Property Collateral).

"Lender" and "Lenders" have the respective meanings set forth in the preamble to
this Agreement, and shall include any other Person made a party to this Agreement in accordance
with the provisions of Section 15.1.

"Lender Group" means, individually and collectively, each of the individual
Lenders and Agent.

"Lender Group Expenses" means all: costs or expenses (including taxes and
insurance premiums) required to be paid by Borrower under any of the Loan Documents that are
paid or incurred by the Lender Group; fees or charges paid or incurred by the Lender Group in
connection with the Lender Group's transactions with Borrower contemplated by the Loan
Documents, including fees or charges for photocopying, notarization, couriers and messengers,
telecommunication, public record searches (including tax lien, litigation, and UCC searches and
including searches with the patent and trademark office, the copyright office, or the department
of motor vehicles), filing, recording, publication, appraisal (including periodic Personal Property
Collateral or Real Property Collateral appraisals), real estate surveys, real estate title policies and
endorsements, and environmental audits; costs and expenses incurred by Agent in the
disbursement of funds to Borrower (by wire transfer or otherwise); charges paid or incurred by
Agent resulting from the dishonor of checks; costs and expenses paid or incurred by Agent to
correct any default or enforce any provision of the Loan Documents, or in gaining possession of,
maintaining, handling, preserving, storing, shipping, selling, preparing for sale, or advertising to
sell the Personal Property Collateral or the Real Property Collateral, or any portion thereof,
irrespective of whether a sale is consummated; costs and expenses paid or incurred by the Lender
Group in examining Borrower's Books in connection with the transaction contemplated by the
Loan Documents; costs and expenses of third party claims or any other suit paid or incurred by
the Lender Group in enforcing or defending the Loan Documents or in connection with the
transactions contemplated by the Loan Documents or the Lender Group's relationship with
Borrower or any guarantor; and the Lender Group's reasonable attorneys fees and expenses
incurred in advising, structuring, drafting, reviewing, administering, amending, terminating,
enforcing, defending, or concerning the Loan Documents (including attorneys fees and expenses
incurred in connection with the Bankruptcy Case, or any other Insolvency Proceeding
concerning Borrower, Parent Guarantor or any other guarantor of the Obligations), irrcspective
of whether suit is brought.

"Letter of Credit” means an L/C or an L/C Guaranty, as the context requires.

“LIBOR Deadline” has the meaning set forth in Section 2.13(b)(i).

“LIBOR Notice” means a written notice in the form of Exhibit L-1.
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“LIBOR Rate” means, for each Interest Period for each LIBOR Rate Loan, the
rate per annum determined by Agent (rounded upwards, if necessary, to the next 1/16%0) by
dividing (a) the Base LIBOR Rate for such Interest Period, by (b) 100% minus the Reserve
Percentage. The LIBOR Rate shall be adjusted on and as of the effective day of any change in
the Reserve Percentage.

“LIBOR Rate Loan” means each portion of an Advance that bears interest at a
rate determined by reference to the LIBOR Rate.

“LIROR Rate Margin” means 3.50%.

"Lien" means any interest in property securing an obligation owed to, or a claim
by, any Person other than the owner of the property, whether such interest shall be based on the
common law, statute, or contract, whether such interest shall be recorded or perfected, and
whether such interest shall be contingent upon the occurrence of some future event or events or
the existence of some future circumstance or circumstances, including the lien or security interest
arising from a mortgage, deed of trust, encumbrance, pledge, hypothecation, assignment, deposit
arrangement, security agreement, adverse claim or charge, conditional sale or trust receipt, or
from a lcasc, consignment, or bailment for security purposes and also including reservations,
exceptions, encroachments, easements, rights-of-way, covenants, conditions, restrictions, leases,
and other title exceptions and encumbrances affecting Real Property.

"Loan Account" has the meaning set forth in Section 2.11.

"Loan Documents" means this Agreement, the Disbursement Letter, the Letters of
Credit, the Concentration Account Agreement, the Blocked Account Agreements, the Intellectual
Property Security Agreement, the Mortgages, the Parent Guaranty, the Parent Pledge and
Security Agreement, the Credit Card Agreements, any note or notes executed by Borrower and
payable to the Lender Group, and any other agreement entered into, now or in the future, in
connection with this Agreement.

"Material Adverse Change" means (a) a material adverse change in the business,
prospects, operations, results of operations, assets, liabilities or condition (financial or otherwise)
of Borrower, including, without limitation, a material adverse change in the business, prospects,
operations, results or operations, assets, liabilities or condition since the Closing Date, or since
the date of the latest financial information supplied hereunder after the Closing Date or at any
time as compared to the Business Plan attached hereto on the date of execution hereof as Exhibit
B-1, (b) the material impairment of Borrower's ability to perform its obligations under the Loan
Documents to which it is a party or of the Lender Group to enforce the Obligations or realize
upon the Collateral, (c) a material adverse effect, in relation to the Revolving Facility Usage, on
the value of the Collateral or the amount that the Lender Group would be likely to receive (after
giving consideration to delays in payment and costs of enforcement) in the liquidation of such
Collateral, or (d) a material impairment of the priority of the Lender Group's Liens with respect
to the Collateral.

"Maturity Date" has the meaning set forth in Section 3.4.
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"Maximum Revolving Amount" means sixty million Dollars ($60,000,000).

"Maximum Special Real Estate Line Amount” means forty million Dollars
(840,000,000), less (i) the sum of $500,000 per month during the term of this Agreement,
commencing with the month ending on July 31, 2001 and continuing on the last day of each
calendar month thereafter, and (ii) the aggregate net proceeds realized by the Borrower from the
sale or assignment of any Core Properties.

"Mortgages" means one or more mortgages, leasehold mortgages, deeds of trust,
leaschold deeds of trust, or deeds to sccurc debt, cxccuted by Borrower in favor of Agent, the

form and substance of which shall be satisfactory to Agent, that encumber the Real Property
Collateral and the related improvements thereto.

"Multiemployer Plan" means a "multiemployer plan" (as defined in Section
4001(a)(3) of ERISA) to which Borrower, any of its Subsidiaries, or any ERISA Affiliate has
contributed, or was obligated to contribute, within the past six years.

"Negotiable Collateral" means all of Borrower's present and future letters of
credit, notes, drafts, instruments, Investment Property, securities (including the shares of stock of
Subsidiaries of Borrower), documents, personal property leases (wherein Borrower is the lessor),
and chattel paper.

"Net Lendable Real Estate Value" means at any date of determination: (i) the
aggregate net fair market value of the Real Property Collateral that is owned in fee simple and is
subject to a valid, enforceable and first priority Lien of the Agent for the benefit of the Lender
Group, as established in an appraisal conducted on or about the Closing Date by an appraiser
acceptahle to Agent, as such appraisal may be updated in the future by such appraisers or other
appraisers acceptable to Agent, after taking into account any Liens on such Collateral, plus (ii)

the aggregate appraised value of all Core Properties sold, assigned or transferred prior to
such date of determination (using the last appraised value of any such Care Property prior
to it being sold, assigned or transferred).

“Net Retail Liquidation Value” means the appraised liquidation value of Eligible
Inventory less liquidation expenses, as each is determined by Agent in the Agent’s Discretion or
its agents from time to time.

"Obligations" means all loans, Advances, debts, principal, interest (including any
interest that, but for the provisions of the Bankruptcy Code, would have accrued), contingent
reimbursement obligations under any outstanding Letters of Credil, premiums (including Early
Termination Premiums), liabilities (including all amounts charged to Borrower's Loan Account
pursuant hereto), obligations, fees, charges, costs, or Lender Group Expenses (including any fees
or expenses that, but for the provisions of the Bankruptcy Code, would have accrued), lease
payments, guaranties, covenants, and duties owing by Borrower to the Lender Group of any kind
and description (irrespective of whether for the payment of money), whether direct or indirect,
absolute or contingent, due or to become due, now existing or hereafter arising, and including
any debt, liability, or obligation owing from Borrower to others that the Lender Group may have
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obtained by assignment or otherwise, and further including all interest not paid when due and all
Lender Group Expenses that Borrower is required to pay or reimburse by the Loan Documents,

by law, or otherwise.

"Originating I ender" has the meaning set forth in Section 15.1(¢).

"Overadvance” has the meaning set forth in Section 2.6.

"PACA" means the Perishable Agricultural Commodities Act, 7 U.S.C. §§499-a -

499s, as amended, and any successor statutes and any regulations promulgated thereunder.

"Parent Guarantor" means FNC Holdings, Inc.

"Parent Guaranty" means that certain general continuing guaranty executed and
delivered by Parent Guarantor in favor of Agent, for the benefit of the Lender Group, in form
and substance satisfactory to Agent.

"Parent Pledge and Security Agreement" means that certain pledge and security
agreement executed and delivered by Parent Guarantor in favor of Agent, for the benefit of the
Lender Group, in form and substance satisfactory to Agent.

"Participant” has the meaning set forth in Section 15.1(e).

"Pay-Off Letter" means a letter, in form and substance reasonably satisfactory to
Agent, from Existing Lender respecting the amount necessary to repay in full all of the
obligations of Borrower owing to Existing Lender and obtain a termination or release of all of
the Liens existing in favor of Existing Lender in and to the properties or assets of Borrower.

"PBGC" means the Pension Benefit Guaranty Corporation as defined in Title IV
of ERISA, or any successor thereto.

"Permitted Liens" means the following Liens: (a) Liens held by the Lender
Group, (b) Liens for unpaid taxes that either (i) are not yet due and payable or (ii) are the subject
of Permitted Protests, (c) Liens set forth on Schedule P-1, (d) the interests of lessors under
operating leases and purchase money security interests and Liens of lessors under Capital Leases
to the extent that the acquisition or lease of the underlying asset is permitted under Section 7.21
and so long as the Lien only attaches to the asset purchased or acquired and only secures the
purchase price of the asset, (e) Liens arising by operation of law in favor of warehousemen,
landlords, carriers, mechanics, materialmen, laborers, or supplicrs, incurred in the ordinary
course of business of Borrower and not in connection with the borrowing of money, and which
Liens either (i) are for sums not yet due and payable or for amounts due prior to the Petition
Date, or (ii) are the subject of Permitted Protests, (f) Liens arising from deposits made in
connection with obtaining worker's compensation or other unemployment insurance, (g) Liens or
deposits to secure performance of bids, tenders, or leases (to the extent permitted under this
Agreement), incurred in the ordinary course of business of Borrower and not in connection with
the borrowing of money, (h) Liens arising by reason of security for surety or appeal bonds in the
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ordinary course of business of Borrower, (i) Liens with respect to the Real Property Collateral
that are exceptions to the commitments for title insurance issued in connection with the
Mortgages, as accepted by Agent, (j) with respect to any Real Property that is not part of the Real
Property Collateral, easements, rights of way, zoning and similar covenants and restrictions, and
similar encumbrances that customarily exist on properties of Persons engaged in similar
activities and similarly situated and that in any event do not materially interfere with or impair
the use or operation of the Collateral by Borrower or the value of the Lender Group's Lien
thereon or therein, or materially interfere with the ordinary conduct of the business of Borrower,
and (k) Permitted Mortgages (but only to the extent such Permitted Mortgages do not attach to
any of the Core Properties).

"Permitted Mortgages” means Liens existing on the Petition Date in favor of
Persons other than the Agent and covering one or more parcels of the Second Priority Real
Estate.

"Permitted Protest” means the right of Borrower to protest any Lien (other than
any such Lien that secures the Obligations), tax (other than payroll taxes or taxes that are the
subject of a United States federal tax lien or any state or local tax lien), or rental payment,
provided that (a) a reserve with respect to such obligation is established on the books of
Borrower in an amount that is reasonably satisfactory to Agent, (b) any such protest is instituted
and diligently prosecuted by Borrower in good faith, and (c) Agent is satisfied that, while any
such protest is pending, there will be no impairment of the enforceability, validity, or priority of
any of the Liens of the Lender Group in and to the Collateral.

"Person" means and includes natural persons, corporations, limited liability
companies, limited partnerships, general partnerships, limited liability partnerships, joint
ventures, trusts, land trusts, business trusts, or other organizations, irrespective of whether they
are legal entities, and governments and agencies and political subdivisions thereof.

"Personal Property Collateral”" means all Collateral other than the Real Property

Collateral.

“Petition Date” means February 19, 2001, the date Borrower filed a voluntary
petition under Chapter 11 of the Bankruptcy Code commencing the Bankruptcy Case.

"Plan" means any employee benefit plan, program, or arrangement maintained or
contributed to by Borrower or with respect to which it may incur liability.

"Pro-Rata Share" means, with respect to a Lender, a fraction (cxpressed as a
percentage), the numerator of which is the amount of such Lender's Commitment and the
denominator of which is the aggregate amount of the Commitments.

"Real Estate Line Borrowing Base" means, at any date of determination,
fifty percent (50%) of the Net L.endable Real Estate Value, less (i) the sum of $500,000 per
month during the term of this Agreement, commencing with the month ending on July 31,

2001 and continuing on the last day of each calendar month thereafter, and (ii) the
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aggregate net proceeds realized bv Borrower from the sale, assignment or other transfer of

any Core Properties.

"Real Property" means any estates or interests(including leasehold interests) in
real property now owned or hereafter acquired by Borrower.

"Real Property Collateral" means all of Borrower’s right, title, and interest
(whether as owner, lessee, or otherwise) in (i) any owned parcel or parcels of Real Property and
the related improvements thereto (including, without limitation, the Core Properties and the
Sccond Priority Real Estate), and (ii) each of the Borrower's leased locations, in either case
whether or not identified on Schedule R-1, and any Real Property hereafter acquired by
Borrower.

"Reference Rate" means the variable rate of interest, per annum, most recently
announced by Wells Fargo Bank, National Association, or any successor thereto, as its "prime
rate,” irrespective of whether such announced rate is the best rate available from such financial
institution.

"Reference Rate Loan" means each portion of an Advance that bears interest at a
rate determined by reference to the Reference Rate.

"Reference Rate Margin" means 1.75%.

"Reference Rate Swing Loan Margin"

"Renewal Date" has the meaning set forth in Section 3.4.

"Reportable Event" means any of the events described in Section 4043(c) of
ERISA or the regulations thereunder other than a Reportable Event as to which the provision of
30 days natice ta the PRGC is waived under applicable regulations.

"Required Lenders" means, at any time, Agent, together with such other Lenders
whose Pro Rata Shares together with Agent aggregate 50.1% or more of the Commitments.

"Reserve Percentage" means, on any day, for any Lender, the maximum
pcrcentage prescribed by the Board of Governors of the Federal Reserve System (or any
successor Governmental Authority) for determining the reserve requirements (including any
basic, supplemental, marginal, or emergency reserves) that are in effect on such date with respect
o eurocurrency funding (currently referred to as “curocurrency liabilities”) of that Lendcr, but so
long as such Lender is not required or directed under applicable regulations to maintain such
reserves, the Reserve Percentage shall be zero.

“Reserves” means all (if any) Availability Reserves, Inventory Reserves and any
other reserves which may be established in the Agent’s Discretion under this Agreement.
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"Retiree Health Plan” means an "employee welfare benefit plan" within the
meaning of Section 3(1) of ERISA that provides benefits to individuals after termination of their

employment, other than as required by Section 601 of ERISA.

"Revolving Facility Usage" means, as of any date of determination, the aggregate
amount of Advances (including any Swing Loans or Special Real Estate Line Advances) and
undrawn or unreimbursed Letters of Credit outstanding.

"Second Priority Real Estate” means, collectively, each of the parcels of Real
Property Collateral identificd on Schedule A-2.

"Settlement" has the meaning set forth in Section 2.1(i)(1).

"Settlement Date" has the meaning set forth in Section 2.1(1)(1).

"Special Real Estate Line Advances" has the meaning set forth in Section 2.2 .

"Special Real Estate Line Limit" means forty million Dollars ($40,000,000).

"Subsidiary" of a Person means a corporation, partnership, limited liability
company, or other entity in which that Person directly or indirectly owns or controls the shares of
stock or other ownership interests having ordinary voting power to elect a majority of the board
of directors (or appoint other comparable managers) of such corporation, partnership, limited
liability company, or other entity.

"Swing Lender" means WFRF or any other Lender that, at the request of
Borrower and with the consent of Agent agrees. in such Lender’s sole discretion, to become the
Swing Lender hereunder.

"Swing Loan" has the meaning set forth in Section 2.1(m).

"Total Commitment" means one hundred million Dollars ($100,000,000), as
reduced from time to time in accordance with this Agreement.

"Voidable Transfer" has the meaning set forth in Section 18.6.

"WEFRF" means Wells Fargo Retail Finance, LLC.

1.2.  Accounting Terms. All accounting terms not specifically defined herein shall be
construed in accordance with GAAP. When used herein, the term "financial statements" shall
include the notes and schedules thereto. Whenever the term "Borrower" is used in respect of a
financial covenant or a related definition, it shall be understood to mean Borrower on a
consolidated basis unless the context clearly requires otherwise.

1.3. Bankruptcy Code. Any tcrms uscd in this Agreement which are defined in the
Bankruptcy Code shall be construed and defined as set forth in the Bankruptcy Code, unless
otherwise defined herein.
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1.4. Code. Any terms used in this Agreement that are defined in the Code shall be
construed and defined as set forth in the Code unless otherwise defined herein.

1.5.  Construction. Unless the context of this Agreement clearly requires otherwise,
references to the plural include the singular, references to the singular include the plural, the term
"including" is not limiting, and the term "or" has, except where otherwise indicated, the inclusive
meaning represented by the phrase "and/or." The words "hereof," "herein," "hereby,"
"hereunder," and similar terms in this Agreement refer to this Agreement as a whole and not to
any particular provision of this Agreement. An Event of Default shall "continue" or be
"continuing" until such Event of Default has been waived in writing by the requisite members of
the Lender Group. Section, subsection, clause, schedule, and exhibit references are to this
Agreement unless otherwise specified. Any reference in this Agreement or in the Loan
Documents to this Agreement or any of the Loan Documents shall include all alterations,
amendments, changes, extensions, modifications, renewals, replacements, substitutions, and
supplements, thereto and thereof, as applicable.

1.6.  Schedules and Exhibits. All of the schedules and exhibits attached to this
Agreement shall be deemed incorporated herein by reference.

2. LOAN AND TERMS OF PAYMENT.

2.1. Revolving Advances; Swing Loans.

(2) Subject to the terms and conditions of this Agreement and subject to the
Interim Bankruptcy Court Order and the Final Bankruptcy Court Order, as the case may be, each
Lender agrees to make advances (collectively, including the Swing Loans and the Special Real
Estate Line Advances, the "Advances") to Borrower in an aggregate amount at any one time
outstanding not to exceed such Lender's Pro Rata Share ot an amount equal to the least of (1) the
Maximum Revolving Amount, less the outstanding balance of all undrawn or unreimbursed
Letters of Credit, less the outstanding balance of all Swing Loans, or (ii) the Borrowing Base,
less (A) the Adjusted Letter of Credit Usage, less (B) the aggregate amount of Availability
Reserves (without duplication). For purposes of this Agreement, "Borrowing Base", as of any
date of determination, shall mean the result of:

) the lesser of: (1) the sum of (i) seventy percent (70%) of the Cost
of Eligible Lawn & Garden Inventory, plus (i1) fifty-five percent (55%) of
the Cost of Eligible Live Plants Inventory, plus (ii1) sixty percent (60%) of
the Cost of Eligible Floral and Crafts Inventory, plus (iv)(a) during
Accounting Periods 7-12 of each fiscal year, sixty percent (60%) of the
Cost of Eligible Christmas Decoration Inventory, or (b) thirty percent
(30%) of the Cost of Eligible Christmas Decoration Inventory during each
other Accounting Period of each fiscal year, or (2) eighty-five percent
(85%) of the Net Retail Liquidation Value, minus

(z) the aggregate amount of Reserves (without duplication), if any,

established by Agent under Sections 2.1(b), 6.14 and 10.
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(b) Anything to the contrary in Section 2.1(a) above notwithstanding, Agent
may create Reserves against the Borrowing Base (without duplication) or reduce its advance
rates based upon Eligible Inventory without declaring an Event of Default (1) for any amount
subject to a Permitted Protest, (ii) for amounts owing to landlords or similar Persons who could
assert a statutory lien in respect of any of the Collateral, (iii) as determined by Agent based on
noncompliance with the covenants set forth in Section 7.21, and (iv) as determined in the
Agent’s Discretion.

(©) Amounts borrowed pursuant to this Section 2.1 may be repaid and, subject
to the terms and conditions of this Agreement, reborrowed at any time during the term of this
Agreement.

(d) Procedure for Borrowing. Each Borrowing shall be made upon
Borrower's irrevocable request therefor delivered to Agent (which notice must be received by
Agent no later than 11:30 a.m. (Eastern time) on the Funding Date if such advance is for
$5,000,000 or less or no later than 11:30 a.m. (Eastern time) on the Business Day immediately
preceding the requested Funding Date if such advance is for more than $5,000,000) specifying (i)
the amount of the Borrowing; and (ii) the requested Funding Date, which shall be a Business
Day.

(e) Agent's Election. Promptly after receipt of a request for a Borrowing
pursuant to Section 2.1(d) in excess of $5,000,000, the Agent may elect, in Agent’s discretion, (1)
to have the terms of Section 2.1(f) apply to such requested Borrowing, or (ii) to make an Agent
Loan pursuant to the terms of Section 2.1(g) in the amount of the requested Borrowing, or (iii) to
request Swing Lender to make a Swing Loan pursuant to the terms of Section 2.1(m) in the
amount of the requested Borrowing; provided, however, that if Swing Lender declines in its sole
discretion to make a Swing Loan pursuant to Section 2.1(m), Agent shall elect to have the terms
of Section 2.1(f) apply to such requested Borrowing. Any requested Borrowing of $5,000,000 or
less shall be made as an Agent Loan pursuant to the terms of Section 2.1(g).

® Making of Advances.

(1) In the event that the Agent shall elect to have the terms of this
Section 2.1(f) apply to a requested Borrowing in excess of $5,000,000 as described in Section

2.1(e), then promptly after receipt of a request for a Borrowing pursuant to Section 2.1(d), the
Agcnt shall notify the Lenders, not later than 1:00 p.m. (Eastern time) on the Business Day
immediately preceding the Funding Date applicable thereto, by telephone and promptly followed
by telecopy, or other similar form of transmission, of the requested Borrowing. Each Lender
shall make the amount of such Lender's Pro Rata Sharc of the requested Borrowing availablc to
the Agent in same day funds, to such account of the Agent as the Agent may designate, not later
than 12:00 p.m. (Eastern time) on the Funding Date applicable thereto. After the Agent's receipt
of the proceeds of such Advances, upon satisfaction of the applicable conditions precedent set
forth in Sections 3.1 and 3.2, the Agent shall make the proceeds of such Advances available to
Borrower on the applicable Funding Date by transferring same day funds equal to the proceeds
of such Advances received by the Agent to the Designated Deposit Account; provided, however,
that, subject to the provisions of Section 2.1(1), the Agent shall not request any Lender to make,
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and no Lender shall have the obligation to make, any Advance if the Agent shall have received
written notice from any Lender, or otherwise has actual knowledge, that (A) one or more of the
applicable conditions precedent set forth in Sections 3.1 or 3.2 will not be satisfied on the
requested Funding Date for the applicable Borrowing, or (B) the requested Borrowing would
exceed the Availability on such Funding Date. No Lender shall provide any such notice unless it
believes, in good faith, that such events or conditions have occurred.

(i1) Unless Agent receives notice from a Lender on or prior to the
Closing Date or, with respect to any Borrowing after the Closing Date, at least one Business Day
prior to the date of such Borrowing, that such Lender will not make available as and when
required hereunder to Agent for the account of Borrower the amount of that Lender's Pro Rata
Share of the Borrowing, Agent may assume that each Lender has made or will make such
amount available to Agent in immediately available funds on the Funding Date and Agent may
(but shall not be so required), in reliance upon such assumption, make available to Borrower on
such date a corresponding amount. If and to the extent any Lender shall not have made its full
amount available to Agent in immediately available funds and Agent in such circumstances has
made available to Borrower such amount, that Lender shall on the Business Day following such
Funding Date make such amount available to Agent, together with interest at the Defaulting
Lenders Rate for each day during such period. A nolice from Agent submitled (o any Lender
with respect to amounts owing under this subsection shall be conclusive, absent manifest error.
If such amount is paid to Agent such payment to Agent shall constitute such Lender's Advance
on the date of Borrowing for all purposes of this Agreement. If such amount is not paid to Agent
on the Business Day following the Funding Date, Agent will notify Borrower of such failure to
fund and, upon demand by Agent, Borrower shall pay such amount to Agent for Agent's account,
together with interest thereon for each day elapsed since the date of such Borrowing, at a rate per
annum equal to the interest rate applicable at the time to the Advances composing such
Borrowing. The failure of any Lender to make any Advance on any Funding Date shall not
relieve any other Lender of any obligation hereunder to make an Advance on such Funding Date,
but no Lender shall be responsible for the failure of any other Lender to make the Advance to be
made by such other Lender on any Funding Date. Any Lender that fails to make any Advance
that it is required to make hereunder on any Funding Date and that has not cured such failure by
making such Advance within one Business Day after written demand upon it by Agent to do so,
shall constitute a "Defaulting Lender" for purposes of this Agreement until such Advance is
made.

(i11)  Agent shall not be obligated to transfer to a Defaulting Lender any
payments made by Borrower to Agent for the Defaulting Lender's benefit; nor shall a Defaulting
Lender be entitled to the sharing of any payments hereunder. Amounts payable to a Defaulting
Lender shall instcad be paid to or rotained by Agent. Agent may hold and, in its discrction, re-
lend to Borrower the amount of all such payments received or retained by it for the account of
such Defaulting Lender. Solely for the purposes of voting or consenting to matters with respect
to the Loan Documents and determining Pro Rata Shares, such Defaulting Lender shall be
deemed not to be a "Lender" and such Defaulting Lender's Commitment shall be deemed to be
zero. This section shall remain effective with respect to such Defaulting Lender until (A) the
Obligations under this Agreement shall have been declared or shall have become immediately
due and payable or (B) the requisite non-Defaulting Lenders, Agent, and Borrower shall have
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waived such Defaulting Lender's default in writing. The operation of this section shall not be
construed to increase or otherwise affect the Commitment of any non Defaulting Lender, or

relieve or excuse the performance by Borrower of their duties and obligations hereunder.

(2) Making of Agent Loans.

1) In the event the Agent shall elect to have the terms of this Section

2.1(g) apply to a requested Borrowing in excess of $5,000,000 as described in Section 2.1(¢) or
in the event of any requested Borrowing of $5,000,000 or less, Agent shall make an Advance in
the amount of such Borrowing (any such Advance made solely by Agent pursuant to this Section
2.1(g) being referred to as an "Agent Loan" and such Advances being referred to collectively as
"Agent Loans") available to Borrower on the Funding Date applicable thereto by transferring
same day funds to Borrower's Designated Deposit Account. Each Agent Loan is an Advance
hereunder and shall be subject to all the terms and conditions applicable to other Advances,
except that all payments thereon shall be payable to Agent solely for its own account (and for the
account of the holder of any participation interest with respect to such Advance). Subject to the
provisions of Section 2.1(1), the Agent shall not make any Agent Loan if the Agent shall have
received written notice from any Lender, or otherwise has actual knowledge, that (i) one or more
of the applicable conditions precedent set forth in Sections 3.1 or 3.2 will not be satisfied on the
requested Funding Date for the applicable Borrowing, or (ii) the requested Borrowing would
exceed the Availability on such Funding Date. No Lender shall provide any such notice unless it
believes, in good faith, that such events or conditions have occurred. Agent shall not otherwise
be required to determine whether the applicable conditions precedent set forth in Sections 3.1 or
3.2 have been satisfied on the Funding Date applicable thereto prior to making, in its sole
discretion, any Agent Loan.

(i1) The Agent Loans shall be secured by the Agent’s Liens and shall
constitute Advances and Obligations hereunder, and shall bear interest at the rate applicable from
time to time to Obligations pursuant to Section 2.7.

t) Agent Advances.

(1) Agent hereby is authorized by Borrower and the Lenders, from
time to time in Agent's sole discretion, (1) after the occurrence of a Default or an Event of
Default (but without constituting a waiver of such Default or Event of Default), or (2) at any time
that any of the other applicable conditions precedent set forth in Section 3.1 or 3.2 have not been
satisfied, to make Advances to Borrower on behalf of the Lenders which Agent, in its reasonable
business judgment, deems necessary or desirable (A) to preserve or protect the Collateral, or any
portion thereof, (B) o enhance the likelihood of, or maximize the amount of, repayment of the
Obligations, or (C) to pay any other amount chargeable to Borrower pursuant to the terms of this
Agreement, including Lender Group Expenses and the costs, fees, and expenses described in
Section 10 (any of the Advances described in this Section 2.1(h) being hereinafter referred to as
"Agent Advances"); provided, that Agent shall not make any Agent Advances to Borrower
without the consent of the Required Lenders if the amount thereof would exceed $5,000,000 in
the aggregate at any one time.
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(i1) Agent Advances shall be repayable on demand and secured by the
Collateral, shall constitute Advances and Obligations hereunder, and shall bear interest at the rate

applicable from time to time to the Obligations pursuant to Section 2.7.

@) Settlement. It is agreed that each Lender's funded portion of the Advances
is intended by the Lenders to be equal at all times to such Lender's Pro Rata Share of the
outstanding Advances. Such agreement notwithstanding, the Agent and the Lenders agree
(which agreement shall not be for the benefit of or enforceable by Borrower) that in order to
facilitate the administration of this Agreement and the other Loan Documents, settlement among
them as to the Advances, the Agent Loans, the Agent Advances and the Swing Loans shall take
place on a periodic basis in accordance with the following provisions:

() The Agent shall request settlement ("Settlement") with the Lenders
on a weekly basis, or on a more frequent basis if so determined by the Agent, (1) for itself, with
respect to each Agent Loan and Agent Advance, (2) for the Swing Lender, with respect to each
Swing Loan, and (3) with respect to Collections received, as to each by notifying the Lenders by
telephone and promptly followed by telecopy, or other similar form of transmission, of such
requested Settlement, no later than 1:00 p.m. (Eastern time) on the Business Date immediately
preceding the date of such requested Settlement (the "Settlement Date"). Such notice of a
Settlement Date shall include a summary statement of the amount of outstanding Advances,
Agent Loans, Agent Advances and Swing Loans for the period since the prior Settlement Date,
the amount of repayments received in such period, and the amounts allocated to each Lender ot
the principal, interest, fees, and other charges for such period. Subject to the terms and
conditions contained herein (including Section 2.1(i)(ii)): (y) if a Lender's balance of the
Advances, Agent Loans, Agent Advances and Swing Loans exceeds such Lender's Pro Rata
Share of the Advances, Agent Loans, Agent Advances and Swing Loans as of a Settlement Date,
then Agent shall by no later than 1:00 p.m (Eastern time) on the Settlement Date transfer in same
day funds to the account of such Lender as Lender may designate, an amount such that each such
Lender shall, upon receipt of such amount, have as of the Settlement Date, its Pro Rata Share of
the Advances, Agent Loans, Agent Advances and Swing T.oans; and (z) if a Lender's balance of
the Advances, Agent Loans, Agent Advances and Swing Loans is less than such Lender's Pro
Rata Share of the Advances, Agent Loans, Agent Advances and Swing Loans as of a Settlement
Date, such Lender shall no later than 1:00 p.m. (Eastern time) on the Settlement Date transfer in
same day funds to such account of the Agent as the Agent may designate, an amount such that
each such Lender shall, upon transfer of such amount, have as of the Settlement Date, its Pro
Rata Share of the Advanccs, Agent Loans, Agent Advances and Swing Loans. Such amounts
made available to the Agent under clause (z) of the immediately preceding sentence shall be
applied against the amounts of the applicable Agent Loan, Agent Advance or Swing Loans and,
together with the portion of such Agent Loan, Agent Advance or Swing Loan representing
WEFREF's Pro Rata Share thereof, shall constitute Advances of such Lenders. If any such amount
is not made available to the Agent by any Lender on the Settlement Date applicable thereto to the
extent required by the terms hereof, the Agent shall be entitled to recover for its account such
amount on demand from such Lender together with interest thereon at the Defaulting Lenders
Rate.
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(i1) In determining whether a Lender's balance of the Advances, Agent
Loans, Agent Advances and Swing Loans is less than, equal to, or greater than such Lender's Pro
Rata Share of the Advances, Agent Loans, Agent Advances and Swing Loans as of a Settlement
Date, Agent shall, as part of the relevant Settlement, apply to such balance the portion of
payments actually received by Agent with respect to principal, interest, fees payable by
Borrower and allocable to the Lenders hereunder, and proceeds of Collateral. To the extent that
a net amount is owed to any such Lender after such application, such net amount shall be
distributed by Agent to that Lender as part of such Settlement; provided, however, that the
closing fee payable by Borrower under Section 2.12(a) shall be distributed to the Lenders within
three Business Days following the Closing Date without regard to the netting of amounts owing
to or owed by any Lender as part of a Settlement.

(i)  Between Settlement Dates, the Agent, to the extent no Agent
Advances or Agent Loans are outstanding, may pay over to WFRF any payments received by the
Agent, which in accordance with the terms of the Agreement would be applied to the reduction
of the Advances, for application to WFRF’s Pro Rata Share of the Advances. If, as of any
Settlement Date, Collections received since the then immediately preceding Settlement Date
have been applied to WFRF’s Pro Rata Share of the Advances other than to Agent Loans or
Agent Advances, as provided for in the previous sentence, WFRF shall pay to the Agent for the
accounts of the Lenders, and Agent shall pay to the Lenders, to be applied to the outstanding
Advances of such Lenders, an amount such that each Lender shall, upon receipt of such amount,
have, as of such Settlement Date, its Pro Rata Share of the Advances. During the period between
Settlement Dates, the Agent with respect to Agent Loans and Agent Advances, and each Lender
with respect to the Advances other than Agent Loans and Agent Advances, shall be entitled to
interest at the applicable rate or rates payable under this Agreement on the daily amount of funds
employed by the Agent or the Lenders, as applicable.

G) Notation. The Agent shall record on its books the principal amount of the
Advances owing to each Lender, including the Agent Loans, Agent Advances and Swing Loans
owing to the Agent, and the interests therein of each T.ender, from time to time. In addition, each
Lender is authorized, at such Lender's option, to note the date and amount of each payment or
prepayment of principal of such Lender's Advances in its books and records, including computer
records, such books and records constituting rebuttably presumptive evidence, absent manifest
error, of the accuracy of the information contained therein.

(k) Lenders' Failure to Perform. All Advances (other than Agent Loans,
Swing Loans and Agent Advances) shall be made by the Lenders simultaneously and in
accordance with their Pro Rata Shares. It is understood that (i) no Lender shall be responsible
for any failure by any other Lender to perform its obligation to make any Advances hereunder,
nor shall any Commitment of any Lender be increased or decreased as a result of any failure by
any other Lender to perform its obligation to make any Advances hereunder, and (i) no failure
by any Lender to perform its obligation to make any Advances hereunder shall excuse any other
Lender from its obligation to make any Advances hereunder.

Q)] Overadvances. Agent may make voluntary Overadvances without the
written consent of the Required Lenders for amounts charged to the applicable Loan Account for
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interest, fees or Lender Group Expenses pursuant to Section 2.1(h)(1)(2)(C). If the conditions for
borrowing under Section 3.2(d) cannot be fulfilled, the Agent may, but is not obligated to,
knowingly and intentionally continue to make Advances (including Agent Loans) to Borrower in
its discretion. The Advances and Agent Loans, as applicable, that are made pursuant to this
Section 2.1(1) shall be subject to the same terms and conditions as any other Agent Advance or
Agent Loan, as applicable, except that the rate of interest applicable thereto shall be the rates set

forth in Section 2.7(c)(i) without regard to the presence or absence of a Default or Event of
Default.

In the cvent Agent obtains actual knowledge that Revolving Facility Usage cxceeds the
amount permitted by the preceding paragraph, regardless of the amount of or reason for such
excess, Agent shall notify Lenders as soon as practicable (and prior to making any (or any
further) intentional Overadvances (except for and excluding amounts charged to the applicable
Loan Account for interest, fees, or Lender Group Expenses) unless Agent determines that prior
notice would result in imminent harm to the Collateral or its value), and Lenders thereupon shall,
together with Agent, jointly determine the terms of arrangements that shall be implemented with
Borrower intended to reduce, within a reasonable time, the outstanding principal amount of the
Advances to Borrower to an amount permitted by the preceding paragraph. In the event any
Lender disagrees over the terms ot reduction and/or repayment ot any Overadvance, the terms of
reduction and/or repayment thereof shall be implemented according to the determination of the
Required Lenders.

Each Lender shall be obligated to settle with Agent as provided in Section 2.1(i) for the
amount of such Lender's Pro Rata Share of any unintentional Overadvances by Agent reported to
such Lender, any intentional Overadvances made as permitted under this Section 2.1(1), and any
Overadvances resulting from the charging to the applicable Loan Account of interest, fees, or
Lender Group Expenses.

(m)  Making of Swing Loans.

(i) In the event Agent shall elect, with the consent of Swing Lender,
as a Lender, to have the terms of this Section 2.1(m) apply to a requested Borrowing as described
in Section 2.1(¢e), Swing Lender as a Lender shall make such Advance in the amount of such
Borrowing (any such Advance made solely by Swing Lender as a Lender pursuant to this Section
2.1(m) being referred to as a “Swing Loan” and such Advances being referred to collectively as
“Swing Loans™) availablc to Borrower on the 'unding Date applicable thereto by transferring
immediately available funds to Borrower’s Designated Account, provided that in no event shall
the aggregate outstanding principal amount of the Swing Loans exceed $15,000,000. Each
Swing Loan is an Advance hereunder and shall be subject to all the terms and conditions
applicable to other Advances, except that no such Swing Loan shall be eligible for the LIBOR
Option and all payments on any Swing Loan shall be payable to Swing Lender as a Lender solely
for its own account (and for the account of the holder of any participation interest with respect to
such Swing Loan). Subject to the provisions of Section 2.1(m), Agent shall not request Swing
Lender as a Lender to make, and Swing Lender as a Lender shall not make, any Swing Loan if
Agent has actual knowledge that (i) one or more of the applicable conditions precedent set forth
in Section 3 will not be satisfied on the requested Funding Date for the applicable Borrowing
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unless such condition has been waived, or (i1) the requested Borrowing would exceed the
Availability on such Funding Date. Swing Lender as a Lender shall not otherwise be required to
determine whether the applicable conditions precedent set forth in Section 3 have been satisfied
on the Funding Date applicable thereto prior to making, in its sole discretion, any Swing Loan.

(i1) The Swing Loans shall be secured by the Agent’s Liens, shall
constitute Advances and Obligations hereunder, and shall bear interest at the rate applicable from
time to time to Advances that are Base Rate Loans.

2.2. Letters of Credit.

(a) Agreement to Cause Issuance; Amounts; Outside Expiration Date.
Subject to the terms and conditions of this Agreement and subject to the Interim Bankruptcy
Court Order and the Final Bankruptcy Court Order, as the case may be, Agent agrees to issue
letters of credit for the account of Borrower (each, an "L/C") or to issue guarantees of payment
(each such guaranty, an "L/C Guaranty") with respect to letters of credit issued by an issuing
bank for the account of Borrower. Agent shall have no obligation to issue a Letter of Credit if
any of the following would result:

(1) the aggregate amount of all undrawn and unreimbursed Letters of
Credit would exceed the Borrowing Base less the amount of outstanding Advances (including

any Agent Advances and Agent Loans); or

(ii) the aggregate amount of all undrawn or unreimbursed Letters of
Credit would exceed the lower of: (x) the Maximum Revolving Amount less the amount of
outstanding Advances (incliding any Agent Advances, Agent I.oans or Swing T.0ans), other than
the Special Real Estate Line Advances; or (y) fifteen million Dollars ($15,000,000); or

(ii1)  the outstanding Obligations would exceed the Availability.

Borrower expressly understands and agrees that Agent shall have no obligation to arrange for the
issuance by issuing banks of the letters of credit that are to be the subject of L/C Guarantees.
Borrower and the Lender Group acknowledge and agree that certain of the letters of credit that
are to be the subject of L/C Guarantees may be outstanding on the Closing Date. Each Letter of
Credit shall have an expiry date no later than 60 days prior to the date on which this Agreement
1s scheduled to terminate under Section 3.4 (without regard to any potential renewal term) and all
such Letters of Credit shall be in form and substance acceptable to Agent in its sole discretion. If
the Lender Group is obligated to advance funds under a Letter of Credit, Borrower immediately
shall reimburse such amount to Agent and, in the absence of such reimbursement, the amount so
advanced immediately and automatically shall be deemed to be an Advance hereunder and,
thereafter, shall bear interest at the rate then applicable to Advances under Section 2.7.

) Indemnification. Borrower hereby agrees to indemnify, save, defend, and
hold the Lender Group harmless from any loss, cost, expense, or liability, including payments
made by the Lender Group, expenses, and reasonable attorneys fees incurred by the Lender
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Group arising out of or in connection with any Letter of Credit, provided, however, that
Borrower shall not be obligated hereunder to indemnify for any loss, cost, expense or liability
that is caused by the gross negligence or willful misconduct of the Lender Group. Borrower
agrees to be bound by the issuing bank's regulations and interpretations of any letters of credit
guarantied by the Lender Group and opened to or for Borrower's account or by Agent's
interpretations of any Letter of Credit issued by Agent to or for Borrower's account, even though
this interpretation may be different from Borrower's own, and Borrower understands and agrees
that the Lender Group shall not be liable for any error, negligence, or mistake, whether of
omission or commission, in following Borrower's instructions or those contained in the Letter of
Credit or any modifications, amendments, or supplements thereto. Borrower understands that
the L/C Guarantees may require the Lender Group to indemnify the issuing bank for certain costs
or liabilities arising out of claims by Borrower against such issuing bank. Borrower hereby
agrees to indemnify, save, defend, and hold the Lender Group harmless with respect to any loss,
cost, expense (including reasonable attorneys fees), or liability incurred by the Lender Group
under any L/C Guaranty as a result of the Lender Group's indemnification of any such issuing

bank.

(c) Supporting Materials. Borrower hereby authorizes and directs any bank
that issues a letter of credit guaranteed by an L/C Guaranty to deliver to Agent all instruments,
documents, and other writings and property received by the issuing bank pursuant to such letter
of credit, and to accept and rely upon Agent's instructions and agreements with respect to all
matters arising in connection with such letter of credit and the related application. Borrower may
or may not be the "applicant" or "account party" with respect to such letter of credit.

(d) Costs of Letters of Credit. Any and all charges, commissions, fees, and
costs incurred by Agent relating to the letters of credit guaranteed by an L/C Guaranty shall be
considered Lender Group Expenses for purposes of this Agreement and immediately shall be
reimbursable by Borrower to Agent.

(e) Indemnification. Immediately upon the termination of this Agreement,
Borrower agrees to either (1) provide cash collateral to be held by Agent in an amount equal to
102% of the Maximum Revolving Amount of the Lender Group's obligations under outstanding
Letters of Credit, or (ii) cause to be delivered to Agent releases of all of the Lender Group's
obligations under outstanding Letters of Credit. At Agent's Discretion, any proceeds of
Collateral received by Agent after the occurrence and during the continuation of an Event of
Default may be held as the cash collateral required by this Section 2.2(e).

6))] Increased Costs. If by reason of (i) any change in any applicable law,
trcaty, rulc, or rcgulation or any change in the interpretation or application by any governmental
authority of any such applicable law, treaty, rule, or regulation, or (ii) compliance by the issuing
bank or the Lender Group with any direction, request, or requirement (irrespective of whether
having the force of law) of any governmental authority or monetary authority including, without
limitation, Regulation D of the Board of Governors of the Federal Reserve System as from time
to time in effect (and any successor thereto):
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() any reserve, deposit, or similar requirement is or shall be imposed
or modified in respect of any Letters of Credit issued hereunder, or

(i1) there shall be imposed on the issuing bank or the Lender Group
any other condition regarding any letter of credit, or Letter of Credit, as applicable, issued
pursuant hereto;

and the result of the foregoing is to increase, directly or indirectly, the cost to the issuing bank or
the Lender Group of issuing, making, guaranteeing, or maintaining any letter of credit, or Letter
of Credit, as applicable, or to reduce the amount reccivablc in respect thereof by such 1ssuing
bank or the Lender Group, then, and in any such case, Agent may, at any time within a
reasonable period after the additional cost is incurred or the amount received is reduced, notify
Borrower, and Borrower shall pay on demand such amounts as the issuing bank or Agent may
specify to be necessary to compensate the issuing bank or Agent for such additional cost or
reduced receipt, together with interest on such amount from the date of such demand until
payment in full thereof at the rate set forth in Section 2.7(a) or (c)(i), as applicable. The
determination by the issuing bank or Agent, as the case may be, of any amount due pursuant to
this Section 2.2(f), as set forth in a certificate setting forth the calculation thereof in reasonable
detail, shall, in the absence of manifest or demonstrable error, be final and conclusive and
binding on all of the parties hereto.

(g)  Participations.

(1) Purchase of Participations. Immediately upon issuance of any
Letter of Credit in accordance with this Section 2.2, each Lender shall be deemed to have
irrevocably and unconditionally purchased and received without recourse or warranty, an
undivided interest and participation in the credit support or enhancement provided throu ¢h the
Agent to such issuer in connection with the issuance of such Letter of Credit, equal to such
Lender's Pro Rata Share of the face amount of such Letter of Credit (including, without
limitation, all obligations of Borrower with respect thereto, and any security therefor or guaranty
pertaining thereto).

(i1) Documentation. Upon the request of any Lender, the Agent shall
furnish to such Lender copies of any Letter of Credit, reimbursement agreements executed in
connection therewith, application for any Letter of Credit and credit support or enhancement
provided through the Agent in connection with the issuance of any Letter of Credit, and such
other documentation as may reasonably by requested by such Lender.

(1ii))  Obligations Irrevocable. The obligations of each Lender to make
payments to the Agent with respect to any Letter of Credit or with respect to any credit support
or enhancement provided through the Agent with respect to a Letter of Credit, and the
obligations of Borrower to make payments to the Agent, for the account of the Lenders, shall be
irrevocable, not subject to any qualification or exception whatsoever, including, without
limitation, any of the following circumstances:
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(A) any lack of validity or enforceability of this Agreement or
any of the other Loan Documents;

(B)  the existence of any claim, setoff, defense, or other right
which any Borrower may have at any time against a
beneficiary named in a Letter of Credit or any transferee of
any Letter of Credit (or any Person for whom any such
transferee may be acting), any Lender, the Agent, the issuer
of such Letter of Credit, or any other Person, whether in
connection with this Agreement, any Letter of Credit, the
transactions contemplated herein or any unrelated
transactions (including any underlying transactions
between such Borrower or any other Person and the
beneficiary named in any Letter of Credit);

(C)  anydraft, certificate, or any other document presented
under the Letter of Credit proving to be forged, fraudulent,
invalid, or insufficient in any respect or any statement
therein being untrue or inaccurate in any respect;

(D)  the surrender or impairment of any security for the
performance or observance of any of the terms of any of
the Loan Documents; or

(E)  the occurrence of any Default or Event of Default.

2.3.  Special Real Estate Line.

(2) Subject to the terms and conditions of this Agreement and subject to the
Interim Bankruptcy Court Order and the Final Bankruptcy Court Order, as the case may be, each
Lender agrees to make special real estate line advances ("Special Real Estate Line Advances") to
Borrower in an amount at any one time outstanding not to exceed such Lender’s Pro Rata Share
of an amount equal to the lesser of (i) the Maximum Special Real Estate Line Amount, or (ii)
fifty pereent(50%)-of the NetLendable Real Estate Value Line Borrowing Base, in either
instance nct of any applicable Availability Rescrves, provided that in no event shall a Special
Real Estate Line Advance be made if the total outstanding amount of the Obligations, either prior
to after giving effect thereto, would exceed the Availability. Each Special Real Estate Line
Advance is an Advance hereunder and shall be subject to the terms and conditions applicable to
other Advances, except that no such Special Real Estate Line Advance shall be eligible for the
LIBOR Option.

b) Amounts borrowed pursuant to this Section 2.3 may be repaid and, subject

to the terms and conditions of this Agreement and the periodic reductions in the Maximum
Special Real Estate Line Amount contemplated hereby, reborrowed at any time during the term
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of this Agreement. The procedure for any Borrowing under the Special Real Estate Line shall

conform with Section 2.1(d).

(c) The Special Real Estate Line Advances shall be secured by the Agent’s
Liens, and shall constitute Advances and Obligations hereunder.

2.4. Reserved.

2.5. Payments.

(a) Payments by Borrower.

(1) All payments to be made by Borrower shall be made without set-
off, recoupment, deduction, or counterclaim, except as otherwise required by law. Except as
otherwise expressly provided herein, all payments by Borrower shall be made to Agent for the
account of the Lenders or Agent, as the case may be, at Agent's address set forth in Section 12,
and shall be made in immediately available funds, no later than 11:30 a.m. (Eastern time) on the
date specified herein. Any payment received by Agent later than 11:30 a.m. (Eastern time), at
the option of Agent, shall be deemed to have been received on the following Business Day and
any applicable interest or fee shall continue to accrue until such following Business Day.

(11) Whenever any payment is due on a day other than a Business Day,
such payment shall be made on the following Business Day, and such extension of time shall in
such case be included in the computation of interest or fees, as the case may be.

(i)  Unless Agent receives notice from Borrower prior to the date on
which any payment is due to the Lenders that Borrower will not make such payment in full as
and when required, Agent may assume that Borrower has made such payment in full to Agent on
such date in immediately available funds and Agent may (but shall not be so required), in
reliance upon such assumption, distribute to each Lender on such due date an amount equal to
the amount then due such Lender. If and to the extent Borrower has not made such payment in
full to Agent, each Lender shall repay to Agent on demand such amount distributed to such
Lender, together with interest thereon at the Reference Rate for each day from the date such
amount is distributed to such Lender until the date repaid.

(b) Apportionment and Application of Payments. Except as otherwise
provided with respect to Defaulting Lenders, aggregate principal and interest payments shall be
apportioned ratably among the Lenders (according to the unpaid principal balance of the
Advanccs to which such payments relate held by each Lender) and payments of the fees (other
than fees designated for Agent's separate account) shall, as applicable, be apportioned ratably
among the Lenders. All payments shall be remitted to Agent and all such payments not relating
to principal or interest on specific Advances, or not constituting payment of specific fees and all
proceeds of Collateral received by Agent, shall be applied, first, to pay any fees or expense
reimbursements then due to Agent from Borrower; second, to pay any fees or expense
reimbursements then due to the Lenders from Borrower; third, to pay interest due in respect of
all Advances, including Agent Loans and Agent Advances; fourth, to pay or prepay principal of
Agent Loans and Agent Advances; fifth, ratably to pay principal of the Advances (other than
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Agent Loans and Agent Advances) and unreimbursed obligations in respect of Letters of Credit;
and sixth, ratably to pay any other Obligations due to Agent or any Lender by Borrower. Agent
shall promptly distribute to each Lender, pursuant to the applicable wire transfer instructions
received from each Lender in writing, such funds as it may be entitled to receive, subject to a
Settlement delay as provided for in Section 2.1(i).

2.6.  Overadvances. If, at any time or for any reason, the amount of Obligations owed
by Borrower to the Lender Group pursuant to Sections 2.1, 2.2 and 2.3 is greater than either the
Dollar or percentage limitations set forth in Sections 2.1 or 2.2 or 2.3 (an "Overadvance"),
Borrower immediately shall pay to Agent, in cash, the amount of such excess to be used by

Agent to reduce the Obligations pursuant to the terms of Section 2.5(b).

2.7.  Interest and Letter of Credit Fees: Rates, Payments, and Calculations.

(a) Interest Rates. Except as provided in Section 2.7(c), (i) all Obligations
(except for undrawn Letters of Credit) shall bear interest on the Daily Balance thereof as follows
(1) if the relevant Obligation is an Advance that is a LIBOR Rate Loan, at a per annum rate equal

to the LIBOR Rate plus the LIBOR Rate Margin, and (ii) otherwise, at a per annum rate equal to
the Reference Rate plus the Reference Rate Margin.

(b) Letter of Credit Fee. Borrower shall pay Agent, for the benefit of the
Lender Group, a tee (in addition to the charges, commissions, fees, and costs set forth in Section
2.2(d)) equal to three percent (3.00%) per annum times the aggregate undrawn amount of all
Letters of Credit outstanding as of the end of the day.

() Default Rate. Upon the occurrence and during the continuation of an
Event of Default, (1) all Obligations (except for undrawn Letters of Credit) shall bear interest on
the Daily Balance at a per annum rate equal to three (3) percentage points above the Reference
Rate, and (11) the Letter of Credit fee provided in Section 2.7(b) shall be increased to five (5%)

percent per annum times the aggregate undrawn amoimt of all outstanding Letters of Credit.

(d) Minimum Interest. In no event shall the rate of interest chargeable
hereunder for any day be less than seven (7%) percent per annum. To the extent that interest
accrued hereunder at the rate set forth herein would be less than the foregoing minimum daily
rate, the interest rate chargeable hereunder for such day automatically shall be deemed increased
to the minimum rate.

(e) Payments. Interest and Letter of Credit fees payable hereunder shall be
duc and payable, in arrears, on the first day of cach month during the term hereof. Borrower
hereby authorizes Agent, at its option, without prior notice to Borrower, to charge such interest
and Letter of Credit fees, all Lender Group Expenses (as and when incurred), the charges,
commissions, fees, and costs provided for in Section 2.2(d) (as and when accrued or incurred),
the fees and charges provided for in Section 2.12 (as and when accrued or incurred), and all
installments or other payments due under any Loan Document to the applicable Loan Account,
which amounts thereafter shall accrue interest at the rate then applicable to Advances hereunder.
Any interest not paid when due shall be compounded and shall thereafter accrue interest at the
rate then applicable to Advances hereunder.
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(H) Computation. The Reference Rate as of the date of this Agreement is
eight and one-half (8.5%) percent per annum. In the event the Reference Rate is changed from
time to time hereafter, the applicable rate of interest hereunder automatically and immediately
shall be increased or decreased by an amount equal to such change in the Reference Rate. All
interest and fees chargeable under the Loan Documents shall be computed on the basis of a 360
day year for the actual number of days elapsed.

(2) Intent to Limit Charges to Maximum Lawful Rate. In no event shall the
interest rate or rates payable under this Agrecement, plus any other amounts paid in connection
herewith, exceed the highest rate permissible under any law that a court of competent jurisdiction
shall, in a final determination, deem applicable. Borrower and the Lender Group, in executing
and delivering this Agreement, intend legally to agree upon the rate or rates of interest and
manner of payment stated within it; provided, however, that, anything contained herein to the
contrary notwithstanding, if said rate or rates of interest or manner of payment exceeds the
maximum allowable under applicable law, then, ipso facto as of the date of this Agreement,
Borrower is and shall be liable only for the payment of such maximum as allowed by law, and
payment received from Borrower in excess of such legal maximum, whenever received, shall be
applied to reduce the principal balance of the Obligations to the extent ot such excess.

2.8. Collection of Accounts.

(a) Borrower shall, within one Business Day after the Closing Date, instruct
all Account Debtors to remit all Collections directly to the Concentration Account via electronic
funds transfer (including, but not limited to ACH transfers) on each Business Day. Borrower
shall cause all cash received by Borrower at any retail store location to be deposited on a daily
basis into a DDA that has received a DDA Notification or, at Agent’s option, any other hank
account, thereupon to be deposited to or sent by electronic funds transfer (including, but not
limited to, ACH transfers) on each Business Day to the Concentration Account; provided, that up
to $500 per store location may be retained in such accounts, subject to the Lien of the Agent. In
addition, Borrower agrees that all other Collections and other amounts received directly by
Borrower from any Account Debtor or any other source immediately upon receipt shall be
deposited into any Blocked Account. With respect to each account (other than Blocked
Accounts) into which Collections are deposited, as required by Section 3.3(b), Borrower shall
irrevocably authorize and direct in writing, in form and substance satisfactory to Agent, each
such bank to send via wire transfer (including, but not limited to, ACH transfers) cach Business
Day without further instructions by any Person all funds deposited into each such account to the
Concentration Account and each such bank shall agree to do so. No DDA Notification or other
arrangement contemplated in this Section 2.8(a) shall be modified by Borrower without the prior
written consent of Agent. Upon the terms and subject to the conditions set forth in the
Concentration Account Agreement, all amounts received in the Concentration Account shall be
wired each Business Day into an account (the “Agent’s Account”) maintained by Agent at a
depositary selected by Agent.

(b) Borrower shall not, and shall not permit any of its Subsidiaries to, open or
maintain any deposit account or investment account with any bank or other financial institution
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other than the Designated Account, the Blocked Accounts and the other accounts listed on
Schedule 5.17. All deposit accounts and investment accounts of Borrower and its Subsidiaries

are listed on Schedule 5.17.

2.9.  Crediting Payments; Application of Collections. The receipt of any
Collections by Agent (whether from transfers to Agent by the Concentration Account Bank
pursuant to the Concentration Account Agreement, or by any other Blocked Account Bank,
pursuant to any Blocked Account Agreements, or otherwise) immediately shall be applied
provisionally to reduce the Obligations outstanding under Section 2.1, but shall not be
considered a payment on account unless such Collection item is a wire transfer of immediately
available federal funds and is made to the Agent's Account or unless and until such Collection
item 1s honored when presented for payment. From and after the Closing Date, Agent shall be
entitled to charge Borrower for one Business Day of “clearance” or “float” at the rate set forth in
Section 2.7(a)(i) or Section 2.7(c)(i), as applicable, on all Collections that are received by Agent
(regardless of whether forwarded by the Lockbox Banks to Agent, whether provisionally applied
to reduce the Obligations under Section 2.1, or otherwise). This across-the-board one Business
Day clearance or float charge on all Collections is acknowledged by the parties to constitute an
integral aspect of the pricing of the Lender Group's financing of Borrower, and shall apply
irrespective of the characterization of whether receipts are owned by Borrower or Agent, and
whether or not there are any outstanding Advances, the effect of such clearance or float charge
being the equivalent of charging two Business Days of interest on such Collections. Should any
Collection item not be honored when presented for payment, then Borrower shall be deemed not
to have made such payment, and interest shall be recalculated accordingly. Anything to the
contrary contained herein notwithstanding, any Collection item shall be deemed received by
Agent only if it is received into the Agent's Account on a Business Day on or before 11:30 a.m.
Eastern time. If any Collection item is received into the Agent's Account on a non-Business Day
or after 11:30 a.m. Eastern time on a Business Day, it shall be deemed to have been received by
Agent as of the opening of business on the immediately following Business Day.

2.10. Designated Account. Agent and the Lender Group is authorized to make the
Advances and issue the Letters of Credit under this Agreement based upon telephonic or other
instructions received from anyone purporting to be an Authorized Person, or without instructions
if pursuant to Section 2.7(e). Borrower agrees to establish and maintain the Designated Account
with the Designated Account Bank for the purpose of receiving the proceeds of the Advances
requested by Borrower and made by the Lender Group hereunder. Unless otherwise agreed by
Agent and Borrower, any Advance requested by Borrower and made by the Lender Group
hereunder shall be made to the Designated Account.

2.11. Maintenance of Loan Account; Statements of Obligations. Agent shall
maintain an account on its books in the name of Borrower (the "Loan Account™) on which
Borrower will be charged with all Advances made by the Lender Group to Borrower or for
Borrower's account, including, accrued interest, Lender Group Expenses, and any other payment
Obligations of Borrower. In accordance with Section 2.9, the Loan Account will be credited
with all payments received by Agent from Borrower or for Borrower's account, including all
amounts received in the Agent's Account from any Collection Account Bank or Blocked
Account Bank. Agent shall render statements regarding the Loan Account to Borrower,
including principal, interest, fees, and including an itemization of all charges and expenses
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constituting the Lender Group Expenses owing, and such statements shall be conclusively
presumed to be correct and accurate and constitute an account stated between Borrower and the
Lender Group unless, within 30 days after receipt thereof by Borrower, Borrower shall deliver to
Agent written objection thereto describing the error or errors contained in any such statements.

2.12. Fees. Borrower shall pay to Agent for the ratable benefit of the Lender Group
(except where otherwise indicated) the following fees:

(a) Fee Letter Fees. All fees set forth in the Fee Letter as and when due under
the terms thereof; and

(b) Financial Examination, Documentation, and Appraisal Fees. For each of
the respective sole accounts of Agent and, to the extent any Lenders accompany Agent under
Section 4.6, up to three (3) such Lenders: (i) a fee of Seven Hundred Fifty ($750) Dollars per
day per examiner, plus out-of-pocket expenses for each financial analysis and examination (i.e.,
audits) of Borrower performed by personnel employed by Agent and any such Lender; (ii) an
appraisal fee of seven hundred fifty ($750) Dollars per day per appraiser, plus out-of-pocket
expenses for each appraisal of the Collateral performed by personnel employed by Agent and
any such Lender; (iii) the actual charges paid or incurred by Agent it it elects to employ the
services of one or more third Persons to perform such financial analyses and examinations (i.e.,
audits) of Borrower or to appraise the Collateral; and (iv) the actual charges paid or incurred by
Agent if it elects to employ the services of one or more third Persons to appraise the Collateral
provided that if no Event of Default has occurred and is continuing, Borrower shall not be
responsible for the costs of more than four (4) financial audits and four (4) Collateral appraisals
per fiscal year.

2.13. LIBOR Option.

(a) Interest and Interest Payment Dates. In lieu of having interest charged at
the rate based upon the Base Rate, Borrower shall have the option (the “LIBOR Option™) to have
interest on all or a portion of the Advances (other than the Swing Loans and Special Real Estate
Line Advances, for which there is no LIBOR Option) be charged at the LIBOR Rate. Interest on
LIBOR Rate Loans shall be payable on the earliest of (i) the last day of the Interest Period
applicable thereto, (ii) the occurrence of an Event of Default in consequence of which the
Required Lenders or Agent on behalf thereof elect to accelerate the maturity of the Obligations,
(ii1) termination of this Agreement pursuant to the tertns hereof, or (iv) the first day of each
month that such LIBOR Rate Loan is outstanding. On the last day of each applicable Interest
Period, unless Borrower properly has exercised the LIBOR Option with respect thereto, the
inlerest rate applicable to such LIBOR Rate Loan automatically shall convert to the rate of
interest then applicable to Base Rate Loans of the same type hereunder. At any time that a
Default or Event of Default has occurred and is continuing, Borrower no longer shall have the
option to request that Advances bear interest at the LIBOR Rate and Agent shall have the right to
convert the interest rate on all outstanding LIBOR Rate Loans to the rate then applicable to Base
Rate Loans hereunder.
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(b) LIBOR Election.

(1) Borrower may, at any time and from time to time, so long as no
Event of Default has occurred and is continuing, elect to exercise the LIBOR Option by notifying
Agent prior to 11:00 a.m. (California time) at least 3 Business Days prior to the commencement
of the proposed Interest Period (the “LIBOR Deadline™). Notice of Borrower’s election of the
LIBOR Option for a permitted portion of the Advances or the Term Loan and an Interest Period
pursuant to this Section shall be made by delivery to Agent of a LIBOR Notice received by
Agent before the LIBOR Deadline, or by telephonic notice received by Agent before the LIBOR
Deadline (to be confirmed by delivery to Agent of a LIBOR Notice received by Agent prior to
5:00 p.m. (California time) on the same day. Promptly upon its receipt of each such LIBOR
Notice, Agent shall provide a copy thereof to each of the Lenders.

(i1) Each LIBOR Notice shall be irrevocable and binding on Borrower.
In connection with each LIBOR Rate Loan, Borrower shall indemnify, defend, and hold Agent
and the Lenders harmless against any loss, cost, or expense incurred by Agent or any Lender as a
result of (a) the payment of any principal of any LIBOR Rate Loan other than on the last day of
an Interest Period applicable thereto (including as a result of an Event of Default), (b) the
conversion of any LIBOR Rate Loan other than on the last day of the Interest Period applicable
thereto, or (c) the failure to borrow, convert, continue or prepay any LIBOR Rate Loan on the
date specified in any LIBOR Notice delivered pursuant hereto (such losses, costs, and expenses,
collectively, “Funding Losses™). Funding Losses shall, with respect to Agent or any Lender, be
deemed to equal the amount determined by Agent or such Lender to be the excess, if any, of (i)
the amount of interest that would have accrued on the principal amount of such LIBOR Rate
Loan had such event not occurred, at the LIBOR Rate that would have been applicable thereto,
for the period from the date of such event to the last day of the then current Interest Period
therefor (or, in the case of a failure to borrow, convert. or continue, for the period that would
have been the Interest Period therefor), minus (ii) the amount of interest that would accrue on
such principal amount for such period at the interest rate which Agent or such Lender would be
offered were it to be offered, at the commencement of such periad, Dollar deposits of a
comparable amount and period in the London interbank market. A certificate of Agent or a
Lender delivered to Borrower setting forth any amount or amounts that Agent or such Lender is
entitled to receive pursuant to this Section shall be conclusive absent manifest error.

(i)  Borrower shall have not more than eight (8) LIBOR Rate Loans in
effect at any given time. Borrower only may exercise the LIBOR Option for LIBOR Ratc Loans
of at least $1,000,000 and integral multiples of $500,000 in excess thereof.

() Prepayments. Borrower may prepay LIBOR Rate Loans al any time;
provided, however, that in the event that LIBOR Rate Loans are prepaid on any date that is not
the last day of the Interest Period applicable thereto, including as a result of any automatic
prepayment through the required application by Agent of proceeds of Collections in accordance
with Section 2.4(b) upon conversion by Agent, in accordance with Section 2.13 or for any other
reason, including early termination of the term of this Agreement or acceleration of the
Obligations pursuant to the terms hereof, Borrower shall indemnify, defend, and hold Agent and

40
3221280.10



the Lenders and their Participants harmless against any and all Funding Losses in accordance
with clause (b)(ii) above.

(d) Special Provisions Applicable to LIBOR Rate.

(i) The LIBOR Rate may be adjusted by Agent with respect to any
Lender on a prospective basis to take into account any additional or increased costs to such
Lender of maintaining or obtaining any eurodollar deposits or increased costs due to changes in
applicable law occurring subsequent to the commencement of the then applicable Interest Period,
including changes in tax laws (except changes of general applicability in corporate income tax
laws) and changes in the reserve requirements imposed by the Board of Governors of the Federal
Reserve System (or any successor), excluding the Reserve Percentage, which additional or
increased costs would increase the cost of funding loans bearing interest at the LIBOR Rate. In
any such event, the affected Lender shall give Borrower and Agent notice of such a
determination and adjustment and Agent promptly shall transmit the notice to each other Lender
and, upon its receipt of the notice from the affected Lender, Borrower may, by notice to such
affected Lender (y) require such Lender to furnish to Borrower a statement setting forth the basis
for adjusting such LIBOR Rate and the method for determining the amount of such adjustment,
or (z) repay the LIBOR Rate Loans with respect to which such adjustment is made (together with
any amounts due under clause (b)(ii) above).

(1)  Inthe event that any change in market conditions or any law,
regulation, treaty, or directive, or any change therein or in the interpretation of application
thereof, shall at any time after the date hereof, in the reasonable opinion of any Lender, make it
unlawful or commercially impracticable for such Lender to fund or maintain LIBOR Advances
or to continue such funding or maintaining, or to determine or charge interest rates at the LIBOR
Rate, such Lender shall give notice of such changed circumstances to Agent and Borrower and
Agent promptly shall transmit the notice to each other Lender and (y) in the case of any LIBOR
Rate Loans of such Lender that are outstanding, the date specified in such Lender’s notice shall
be deemed to be the last day of the Interest Period of such T.TROR Rate T .oans, and interest upon
the LIBOR Rate Loans of such Lender thereafter shall accrue interest at the rate then applicable
to Base Rate Loans, and (z) Borrower shall not be entitled to elect the LIBOR Option until such
Lender determines that it would no longer be unlawful or commercially impracticable to do so.

(e) No Requirement of Matched Funding. Anything to the contrary contained
herein notwithstanding, neither Agent, nor any Lender, nor any of their Participants, is rcquircd
actually to acquire eurodollar deposits to fund or otherwise match fund any Obligation as to
which interest accrues at the LIBOR Rate. The provisions of this Section shall apply as if each
Lender or its Participants had match funded any Obligation as to which interest is accruing at the
LIBOR Rate by acquiring eurodollar deposits for each Interest Period in the amount of the
LIBOR Rate Loans.

2.14. Capital Requirements. If, after the date hereof, any Lender determines that (i)
the adoption of or change in any law, rule, regulation or guideline regarding capital requirements
for banks or bank holding companies, or any change in the interpretation or application thereof
by any Governmental Authority charged with the administration thereof, or (ii) compliance by
such Lender or its parent bank holding company with any guideline, request, or directive of any
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such entity regarding capital adequacy (whether or not having the force of law), the effect of
reducing the return on such Lender’s or such holding company’s capital as a consequence of
such Lender’s Commitments hereunder to a level below that which such Lender or such holding
company could have achieved but for such adoption, change, or compliance (taking into
consideration such Lender’s or such holding company’s then existing policies with respect to
capital adequacy and assuming the full utilization of such entity’s capital) by any amount
deemed by such Lender to be material, then such Lender may notify Borrower and Agent
thereof. Following receipt of such notice, Borrower agrees to pay such Lender on demand the
amount of such reduction of return of capital as and when such reduction is determined, payable
within 90 days after presentation by such Lender of a statement in the amount and sctting forth in
reasonable detail such Lender’s calculation thereof and the assumptions upon which such
calculation was based (which statement shall be deemed true and correct absent manifest error).
In determining such amount, such Lender may use any reasonable averaging and attribution
methods.

3. CONDITIONS; TERM OF AGREEMENT.
3.1.  Conditions Precedent to the Initial Advance and issuance of the Initial Letter
of Credit. The obligation of the Lender Group to makc the initial Advance and to issue the

initial Letter of Credit is subject to the fulfillment, to the satisfaction of Agent and its counsel, of
each of the following conditions on or before the Closing Date:

(a) the Closing Date shall occur on or before March 10, 2001;

(b) Agent shall have received satisfactory results of background checks on
Borrower's key management personnel;

(©) Agent shall have received each of the following documents, duly
executed, and each such document shall be in full force and effect:

6] the Disbursement Letter;

(i)  the Pay-Off Letter, together with UCC termination statements and
other documentation evidencing the termination by Existing Lender of its Liens in and to the
properties and assets of Borrower;

(ii1)  the Intellectual Property Security Agreement;

(iv)  thc Parent Guaranty and the Parent Pledge and Sccurity
Agreement;

W) the Fee Letter;
(vi)  this Agreement; and

(d) Agent shall have received a certificate from the Secretary of Borrower
attesting to the resolutions of Borrower's Board of Directors authorizing its execution, delivery,
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and performance of this Agreement and the other Loan Documents to which Borrower is a party
and authorizing specific officers of Borrower to execute the same, and a similar certificate from
the Secretary of Parent Guarantor authorizing the execution, delivery and performance of the
Parent Guaranty and Parent Pledge and Security Agreement.

(e) Agent shall have received copies of Borrower's Governing Documents, as
amended, modified, or supplemented to the Closing Date, certified by the Secretary of Borrower;

6y Agent shall have received a certificate of status with respect to Borrower,
dated within 10 days of the Closing Date, such certificate to be issued by the appropriate officer
of the jurisdiction of organization of Borrower, which certificate shall indicate that Borrower is
in good standing in such jurisdiction;

(2) Agent shall have received certificates of status with respect to Borrower,
each dated within 15 days of the Closing Date, such certificates to be issued by the appropriate
officer of the jurisdictions in which its failure to be duly qualified or licensed would constitute a
Material Adverse Change, which certificates shall indicate that Borrower is in good standing in
such jurisdictions;

(h) Agent shall have received satisfactory evidence that Borrower has
requested certificates of status with respect to Borrower to be issued by the appropriate officer of
the jurisdictions where Borrower 1s required to file a state or local tax return, which certificates
shall indicate that Borrower is in tax good standing in such jurisdictions (collectively, the "Tax
Good Standing Certificates");

1) Agent shall have received a certificate of insurance, together with the
endorsements thereto, as are required by Section 6.9, the form and substance of which shall be
satisfactory to Agent and its counsel;

Q) Agent shall have received an opinion of Rorrawer's counsel in form and
substance satisfactory to Agent in its sole discretion;

(k)  Agent shall have received proof of the mailing, to each depository
institution with which any DDA is maintained, of notification (in form satisfactory to Agent) of
the Lender Group's interest in such DDA (each, a "DDA Notification") or shall have received
properly addressed DDA Notifications executed by Borrower for cach such depository institution
and been authorized by Borrower to deliver the notifications thereto;

) Borrower shall have Availability ol not less than ten million Dollars
(810,000,000), after taking into account the initial Advances (in an aggregate amount sufficient
to pay in full all obligations owing to Existing Lender) and the issuance of any Letters of Credit
on the Closing Date;

(m)  Agent shall have received satisfactory evidence that all tax returns
required to be filed by Borrower have been timely filed and all taxes upon Borrower or its
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properties, assets, income, and franchises (including real property taxes and payroll taxes) have
been paid prior to delinquency, except such taxes that are the subject of a Permitted Protest;

(n) All other documents and legal matters in connection with the transactions
contemplated by this Agreement shall have been delivered, executed, or recorded and shall be in
form and substance satisfactory to Agent and its counsel;

(o) The Interim Bankruptcy Court Order shall have been Entered and the
Agent shall have received a file stamped copy of same together with an acceptable debtor in
possession weekly budget for the thirteen (13) weeks following the Petition Date;

(p) No order shall have been entered or requested by any Person (i) for
appointment of a trustee or examiner, or (ii) to convert the Bankruptcy Case to Chapter 7 or to
dismiss the Bankruptcy Case;

@ All obligations (including principal, accrued interest and fees) owing to
the Existing Lender shall have been paid (or cash collateralized) in full with the proceeds of the
initial Advances and the commitments of the Existing Lender under the Prepetition Loan and
Security Agreement shall have been terminated;

(r) The Agent shall have received all “first day” pleadings in connection with
the Bankruptcy Case, and been satisfied with all such pleadings which would have a material
effect on the Lenders, including, without limitation, any pleadings concerning the payment of
pre-petition claims of any Persons; and

(s) The Agent shall have received an appraisal of the Net Lendable Real
Estate Value.

3.2.  Conditions Precedent to all Advances and all Letters of Credit. The following
shall be conditions precedent to all Advances and all Letters of Credit hereunder:

(a) the representations and warranties contained in this Agreement and the
other Loan Documents shall be true and correct in all respects on and as of the date of such
extension of credit, as though made on and as of such date (except to the extent that such
representations and warranties relate solely to an earlier date);

b) no Default or Event of Default shall have occurred and be continuing on
the date of such extension of credit, nor shall either result from the making thereof;

(©) no injunction, writ, restraining order, or other order of any nature
prohibiting, directly or indirectly, the extending of such credit shall have been issued and remain
in force by any governmental authority against Borrower, the Lender Group or any of their
Affiliates;

(d)  the amount of any requested Advance or Letter of Credit shall not exceed
Availability at such time; and
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(e) the Interim Bankruptcy Court Order (if the Final Bankruptcy Court Order
is not Entered) or the Final Bankruptcy Court Order, as the case may be, in form and substance
satisfactory to the Agent, shall be in full force and effect and shall not have been reversed,
stayed, modified or amended, except for such modifications and amendments mutually agreed to
by Borrower and Agent.

3.3.  Conditions Subsequent. As a condition subsequent to the initial funding
hereunder, Borrower shall perform or cause to be performed the following (the failure by
Borrower to so perform or cause to be performed constituting an Fvent of Default):

(a) within 5 Business Days of the Closing Date, file with the Bankruptcy
Court a motion to assume the Hilco Agreement pursuant to Section 365 of the Bankruptcy Code;

(b) within 20 days of the Closing Date, deliver to Agent (i) the executed
Credit Card Agreements, and (ii) the executed Concentration Account Agreement, the form and
substance of which, in each case, shall be satisfactory to Agent and its counsel,

©) within 14 days of the Closing Date, provide evidence to Agent that
Borrower has irrevocably authorized and directed each depository institution holding an account
into which Collections are deposited, and each such depository institution has agreed, to send via
wire transfer each Business Day all funds deposited into such accounts (subject to the provision
in Section 2.8) to the Concentration Account without further instructions by any Person.

(d) within 45 days of the Closing Date, deliver to Agent the certified copies of
the policies of insurance, together with the endorsements thereto, as are required by Section 6.9,
the form and substance of which shall be satisfactory to Agent and its counsel;

(e)  useits best efforts to obtain within 30 days of the Closing Date Collateral
Access Agreements, in form and suhstance acceptahle to Agent, for any distribution centers,
regional headquarters, warehouses or other facilities where Inventory is stored, handled or
processed or the Borrower's Books are maintained, store locations for which such Collateral
Access Agreements were not obtained as of the Closing Date (Borrower acknowledges that the
failure to obtain any such agreements will result in the creation or maintenance (as the case may
be) of a reserve as set forth in the definition of “Availability Reserves”); and

H Within 60 days after the Closing Date: Agent shall have received (i)
searches reflecting the filing of its financing statements and fixture filings, (ii) mortgagee title
insurance policies (or marked commitments to issue the same) for each of the Core Properties,
issued by a title insurance company satisfactory to Agent (each a "Mortgage Policy" and,
collectively, the "Mortgage Policies") in amounts satisfactory to Agent assuring Agent that the
Mortgages on such parcels of Real Property Collateral are valid and enforceable first priority
mortgage Liens on such Real Property Collateral free and clear of all defects and encumbrances
except Permitted Liens, and the Mortgage Policies shall otherwise be in form and substance
reasonably satisfactory to Agent; and (iii) a phase-I environmental report and a real estate survey
shall have been completed with respect to each of the Core Properties and copies thereof
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delivered to Agent (or Agent shall have received a reliance letter addressed to it in respect of a
report completed within one (1) year prior to the Closing Date), and the environmental
consultants and surveyors retained for such reports or surveys, the scope and dates of completion
of the reports or surveys, and the results thereof shall be acceptable to Agent in Agent's
Discretion.

3.4.  Term. This Agreement shall become effective upon the execution and delivery
hereof by Borrower and the Lender Group and shall continue in full force and effect for a term
ending on the date (the "Maturity Date") that is the earlier of: (a) two (2) years from the Closing
Date or (b) the effective date of a plan of reorganization in the Bankruptcy Case. The foregoing
notwithstanding, Agent (on behalf of the Lender Group) shall have the right to terminate the
Lender Group's obligations under this Agreement immediately and without notice upon the
occurrence and during the continuation of an Event of Default.

3.5. Effect of Termination. On the date of termination of this Agreement, all
Obligations (including contingent reimbursement obligations of Borrower with respect to any
outstanding Letters of Credit) immediately shall become due and payable without notice or
demand. No termination of this Agreement, however, shall relieve or discharge Borrower of
Borrower's duties, Obligations, or covenants hercunder, and the Lender Group's continuing
security interests in the Collateral shall remain in effect until all Obligations have been fully and
finally discharged and the Lender Group's obligation to provide additional credit hereunder is
terminatcd.

3.6.  Early Termination by Borrower. The provisions of Section 3.4 that allow
termination of this Agreement by Borrower only on the Maturity Date notwithstanding,
Borrower has the option, at any time upon 90 days’ prior written notice to Agent, to terminate
this Agreement by paying to Agent (for the ratable benefit of the Lender Group), in cash, the
Obligatious (including an amount equal to 102% of the undrawn amount of the Letters of
Credit), in full, together with a premium (the "Early Termination Premium") equal to (a) the
Total Commitment times one (1%) percent if such termination is effective on or before the
Maturity Date or any extension thereof by the Lenders, except such Early Termination Premium
shall be $0 if the termination is in connection with effective date of a plan of reorganization of
the Borrower occurring on or before the first anniversary of the Closing Date.

3.7.  Termination Upon Event of Default. If the Lender Group terminates this
Agreement upon the occurrence of an Event of Default prior to the Maturity Date, in view of the
impracticability and extreme difficulty of ascertaining actual damages and by mutual agreement
of the parties as to a reasonable calculation of the Lender Group's lost profits as a result thereof,
Borrower shall pay, in addition to all other Obligations due hereunder. to Agent (for the ratahle
benefit of the Lender Group) upon the effective date of such termination, a premium in an
amount equal to the Early Termination Premium. The Early Termination Premium shall be
presumed to be the amount of damages sustained by the Lender Group as the result of the early
termination and Borrower agrees that it is reasonable under the circumstances currently existing,.
The Early Termination Premium provided for in this Section 3.7 shall be deemed included in the
Obligations.
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4. CREATION OF SECURITY INTEREST.

4.1.  Grant of Security Interest.

(a) Borrower hereby grants to Agent, for the benefit of the Lender Group, a
continuing security interest in all currently existing and hereafter acquired or arising Personal
Property Collateral and Real Property Collateral in order to secure prompt repayment of any and
all Obligations and in order to secure prompt performance by Borrower of each of its covenants
and duties under the Loan Documents. The security interests of Agent for the benefit of the
Lender Group in the Personal Property Collateral shall attach to all Personal Property Collateral
without further act on the part of the Lender Group or Borrower. This grant of a security interest
shall continue in full force and effect applicable to all Obligations until all Obligations have been
paid and/or satisfied in full and the security interest granted herein is specifically terminated in
writing by a duly authorized officer of the Agent. Anything contained in this Agreement or any
other Loan Document to the contrary notwithstanding, except for the sale of Inventory to buyers
in the ordinary course of business, Borrower has no authority, express or implied, to dispose of
any item or portion of the Personal Property Collateral or the Real Property Collateral, and, in
the event that Borrower obtains authority to sell any Collateral utilizing any agent, such
engagement shall be on terms, including, without limitation, bidding procedures and on
agreement acceptable to Agent.

(b) Leasehold Interests.

(1) Borrower hereby grants to Agent, for the benefit of the Lender
Group, without further order of the Bankruptcy Court, a security interest in, collateral assignment
of, and mortgage upon all of the Borrower's Leasehold Interests to secure all Obligations. The
Rorrower agrees to execute and deliver to Agent, upon the request of Agent, one or more
leasehold mortgages which are acceptable to Lender and its counsel with respect to Borrower's
Leasehold Interests, duly executed and acknowledged on behalf of the Borrower and in proper
form for recording in the appropriate land records with the appropriate county or municipal filing
officer ("Leasehold Mortgages"), together with any UCC-1 Financing Statements covering any
ancillary security interest granted under any of the Leasehold Mortgages, and has provided
herewith full legal descriptions, including the identity of each fee owner, of each Leasehold
Interest.

(i) Borrower represents and covenants to the Agent and the Lender
Group and shall, as of the date hereof and until the Borrower has indefeasibly paid and satisfied
in full any and all of the Obligations, fully comply with each of the following terms and
conditions:

(A)  Except to the extent provided in any lease thereof or, as of
the Petition Date, there existed a valid, unavoidable
statutory or state law lien in favor of any Landlord, each
Leasehold Interest is and shall at all times be free and clear
of all liens, claims and encumbrances of any nature or
description and no other creditor of the Estate (secured or
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unsecured), shall be entitled to encumber the Leasehold
Interests without the written consent of Agent.

(B)  The security interest and mortgage upon the Leasehold
Interest granted to Agent is and shall be subordinate, where
applicable, only to the liens or mortgages granted by the
owner of the fee and any other Encumbrance which,
pursuant to the terms of the Borrowing Order, is accorded
priority ahead of the liens of the Agent under the Loan
Documents;

(C)  Except: (x) for those Leasehold Interests which, with
Agent’s consent, Borrower has voluntarily closed and/or
are the subject of a motion filed by Borrower before the
Bankruptcy Court seeking to reject, terminate or modify
Borrower’s Leasehold Interest, (y) where Agent otherwise
consents and/or (z) for amounts the validity of which is
being contested in good faith by the Borrower and for
which reserves may be established at any time by Agent as
provided herein in respect of the amounts due or amounts
which may become due from Borrower to such owners or
lessors, Borrower is and shall remain current in the
payment of all rent and additional rent accruing on and
after the Petition Date, including, without limitation, taxes,
insurance, and other charges or amounts due each of owner
and/or lessor as provided for in each Leasehold Interest, as
well as in compliance with all other terms of each
Leasehold interest,

(iv)  Borrower shall pay all fees and expenses associated with any
recordation of the Leasehold Mortgages, including, without limitation, reasonable attorney’s fees
and legal expenses incurred by Agent’s retention of local real estate counsel, if necessary.

4.2.  Negotiable Collateral. In the event that any Collateral, including proceeds, is
evidenced by or consists of Negotiable Collateral, Borrower, immediately upon receipt thereof,
shall endorse and deliver physical possession of such Negotiable Collateral to Agent.

4.3. Collection of Accounts, General Intangibles, and Negotiable Collateral. At
any time, Agent or Agent's designee may (a) notify customers or Account Debtors of Borrower
that the Accounts, General Intangibles, or Negotiable Collateral have been assigned to Agent for
the benefit of the Lender Group or that Agent for the benefit of the Lender Group has a security
interest therein, and (b) collect the Accounts, General Intangibles, and Negotiable Collateral
directly and charge the collection costs and expenses to the Loan Account. Borrower agrees that
it will hold in trust for the Lender Group, as the Lender Group's trustee, any Collections that it
recetves and immediately will deliver said Collections to Agent in their original form as received
by Borrower.
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4.4. Delivery of Additional Documentation Required. At any time upon the request
of Agent, Borrower shall execute and deliver to Agent all financing statements, continuation
financing statements, fixture filings, security agreements, pledges, assignments, control
agreements, endorsements of certificates of title, applications for title, affidavits, reports, notices,
schedules of accounts, letters of authority, and all other documents that Agent reasonably may
request, in form satisfactory to Agent, to perfect and continue perfected the Agent’s Liens in the
Collateral, and in order to fully consummate all of the transactions contemplated hereby and
under the other the Loan Documents.

4.5.  Power of Attorney. Borrower hereby irrevocably makes, constitutes, and
appoints Agent (and any of Agent's officers, employees, or agents designated by Agent) as
Borrower's true and lawful attorney, with power to (a) if Borrower refuses to, or fails timely to
execute and deliver any of the documents described in Section 4.4, sign the name of Borrower on
any of the documents described in Section 4.4, (b) at any time that an Event of Default has
occurred and is continuing, sign Borrower's name on any invoice or bill of lading relating to any
Account, drafts against Account Debtors, schedules and assignments of Accounts, verifications
of Accounts, and notices to Account Debtors, (c) send requests for verification of Accounts, (d)
endorse Borrower's name on any Collection item that may come into the Lender Group's
possession, (€) at any time that an Event of Default has occurred and is continuing or the Lender
Group deems itself insecure, notify the post office authorities to change the address for delivery
of Borrower's mail to an address designated by Agent, to receive and open all mail addressed to
Borrower, and to retain all mail relating to the Collateral and forward all other mail to Borrower,
() at any time that an Event of Default has occurred and is continuing or the Lender Group
deems itself insecure, make, settle, and adjust all claims under Borrower's policies of insurance
and make all determinations and decisions with respect to such policies of insurance, and (g) at
any time that an Event of Default has occurred and is continuing or Agent deems itself insecure,
settle and adjust disputes and claims respecting the Accounts directly with Account Debtors, for
amounts and upon terms that Agent determines to be reasonable, and Agent may cause to be
executed and delivered any documents and releases that Agent determines to be necessary. The
appointment of Agent as Borrower's attorney. and each and every one of Agent's rights and
powers, being coupled with an interest, is irrevocable until all of the Obligations have been fully
and finally repaid and performed and the Lender Group's obligation to extend credit hereunder is
terminated.

4.6.  Right to Inspect; Inventories, Appraisals, Audits. Agent (through any of its
officers, employees, or agents), and together with any T.ender that so elects shall have the right,
from time to time hereafter to inspect Borrower's Books and to check, test, and appraise the
Collateral in order to verify Borrower's financial condition or the amount, quality, value,
condition of, or any other matter relating to, the Collateral. Without limiting the generality of the
foregoing:

(a) Agent, at the expense of Borrower, may participate in and/or observe each
physical count and/or inventory of so much of the Collateral as consists of Inventory which is
undertaken on behalf of Borrower.

(b) Agent may, from time to time, obtain or conduct (in all events, at
Borrower's expense) financial or SKU based physical counts and/or inventories of the Collateral,
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conducted by such inventory takers as are satisfactory to Agent and following such methodology
as may be required by Agent each of which physical counts and/or financial or SKU based
inventories shall be observed by Borrower's accountants, provided, that, (1) if no Event of
Default has occurred and is continuing, and (2) Borrower continues to perform a "cycle count” of
its Inventory in accordance with its historical practices, Borrower shall be required to conduct
only one fiscal year-end physical count and/or inventory of the Collateral located at all of
Borrower's locations, provided, further, that Agent may obtain or conduct (in all events, at
Borrower's expense) more frequent physical counts and/or inventories of the Collateral located at
store locations with a higher rate of shrinkage than the average rate of shrinkage at all of
Borrower's store locations (such shrinkage rates to be determined as of the last completed full
physical count). The draft or unaudited results of all inventories or counts shall be furnished to
Agent within 5 business days of the taking of such inventories or counts. Borrower agrees that
Lender shall have the right to receive directly from the inventory taker the unaudited or draft
results of any such inventory or audit.

©) Agent may, from time to time, but not less often than semi-annually,
obtain or conduct (in all events, at Borrower's expense) appraisals conducted by such appraisers
as are satisfactory to Agent.

(d) Agent contemplates conducting four (4) commercial finance audits per
fiscal year (in each event, at the Borrower's expense) of Borrower's books and records.

(e) Agent from time to time (in all events, at Borrower's expense) may
undertake "mystery shopping” (so-called) visits to all or any of Borrower's business premises.
Agent shall provide Borrower with a copy of any non-company confidential results of such
mystery shopping upon Borrower's written request.

S. REPRESENTATIONS AND WARRANTIES.

In order to induce the Lender Group to enter into this Agreement, Borrower makes the
following representations and warranties, which shall be true, correct, and complete in all
respects as of the date hereof, and shall be true, correct, and complete in all respects as of the
Closing Date, and at and as of the date of the making of each Advance and the issuance of each
Letter of Credit thereafter, as though made on and as of the date of such Advance or, Letter of
Credit (except to the extent that such representations and warranties relate solely to an earlier
date) and such representations and warrantics shall survive the execution and delivery of this
Agreement:

S5.1. No Encumbrances. Borrowcr has good and indcfcasible title to the Collateral,
free and clear of Liens except for Permitted Liens. Agent's Liens on each of the Core Properties
are valid and enforceable first priority Liens on such Real Property, subject only to Permitted
Liens

5.2. Reserved.

5.3.  Eligible Inventory. All Eligible Inventory is of good and merchantable quality,
free from defects.
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5.4. Equipment. All of the Equipment is used or held for use in Borrower's business
and is fit for such purposes, ordinary wear and tear excepted.

5.5. Location of Inventory and Equipment. The Inventory and Equipment are not
stored with a bailee, warehouseman, or similar party (without Agent's prior written consent) and
are located only at the locations identified on Schedule 6.11 or otherwise permitted by Section

6.11.

5.6. Inventory Records. Borrower keeps correct and accurate records itemizing and
describing the kind, type, quality, and quantity of the Inventory, and Borrower's Cost therefor.

5.7.  Location of Chief Executive Office; FEIN. The chief executive office of
Borrower is located at the address indicated in the preamble to this Agreement and Borrower's
FEIN is 38-1561374.

5.8. Due Organization and Qualification; Subsidiaries.

(a) Borrower is duly organized and existing and in good standing under the
laws of the jurisdiction of its incorporation and qualified and licensed to do business in, and in
good standing in, any state where the failure to be so licensed or qualified reasonably could be
expected to cause a Material Adverse Change.

(b) Set forth on Schedule 5.8, is a complete and accurate list of Borrower's
direct and indirect Subsidiaries, showing: (i) the jurisdiction of their incorporation; (ii) the
number of shares of each class of common and preferred stock authorized for each of such
Subsidiaries; and (iii) the number and the percentage of the outstanding shares of each such class
owned directly or indirectly by Borrower. All of the outstanding capital stock of each such
Subsidiary has been validly issued and 1s fully paid and non-assessable.

(©) Except as set forth on Schedule 5.8, no capital stock (or any securities,
mstruments, warrants, options, purchase rights, conversion or exchange rights, calls,
commitments or claims of any character convertible into or exercisable for capital stock) of any
direct or indirect Subsidiary of Borrower is subject to the issuance of any security, instrument,
warrant, option, purchase right, conversion or exchange right, call, commitment or claim of any
right, title, or interest therein or thereto.

5.9. Due Authorization; No Conflict.

(a) The execution, delivery, and performance by Borrower of this Agreement
and the Loan Documents to which it is a party have been duly authorized by all necessary
corporate action.

(b) Subject to the entry of the Interim Bankruptcy Court Order, the execution,
delivery, and performance by Borrower of this Agreement and the Loan Documents to which it
is a party do not and will not (i) violate any provision of federal, state, or local law or regulation
(including Regulations T, U, and X of the Federal Reserve Board) applicable to Borrower, the
Governing Documents of Borrower, or any order, judgment, or decree of any court or other
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Governmental Authority binding on Borrower, (i1) conflict with, result in a breach of, or
constitute (with due notice or lapse of time or both) a default under any material contractual
obligation or material lease of Borrower, (iii) result in or require the creation or imposition of
any Lien of any nature whatsoever upon any properties or assets of Borrower, other than
Permitted Liens, or (iv) require any approval of stockholders or any approval or consent of any
Person under any material contractual obligation of Borrower.

(c) Other than entry of the Funding Orders and the filing of appropriate
financing statements, fixture filings, and mortgages, the execution, delivery, and performance by
Borrower of this Agreement and the Loan Documents to which Borrower is a party do not and
will not require any registration with, consent, or approval of, or notice to, or other action with or
by, any federal, state, foreign, or other Governmental Authority or other Person.

(d) This Agreement and the Loan Documents to which Borrower is a party,
and all other documents contemplated hereby and thereby, when executed and delivered by
Borrower, subject to the entry of the Funding Orders will be the legally valid and binding
obligations of Borrower, enforceable against Borrower in accordance with their respective terms,
except as enforcement may be limited by equitable principles or by bankruptcy, insolvency,
reorganization, moratorium, or similar laws relating to or limiting creditors’ rights generally.

(e) The Agent’s Liens granted by Borrower in and to its properties and assets
pursuant to this Agreement and the other Loan Documents are validly created, perfected, and
first priority Liens, subject only to Permitted Liens.

5.10. Litigation. Other than the Bankruptcy Case, there are no actions or proceedings
pending by or against Borrower before any court or administrative agency and Borrower does
not have knowledge or belief of any pending, threatened, or imminent litigation, governmental
investigations, or claims, complaints, actions, or prosecutions involving Borrower or any
guarantor of the Obligations, except for: (a) ongoing collection matters in which Borrower is the
plaintiff; (b) matters disclosed on Schedule 5.10; (c) matters arising after the date hereof that, if
decided adversely to Borrower, would not cause a Material Adverse Change; and (d) actions or
other proceedings that are stayed under Section 362(a) of the Bankruptcy Code.

S.11. No Material Adverse Change. All financial statements relating to Borrower,
Parent Guarantor or any other guarantor of the Obligations that have been delivered by Borrower
to the Lender Group have been prepared in accordance with GAAP (except, in the case of
unaudited financial statements, for the lack of footnotes and being subject to year-end audit
adjustments) and fairly present Borrower's (or such guarantor's, as applicable) financial condition
as of the date thereof and Borrower's and Parent Guarantor’s results of operations for the period
then ended. Except for the commencement of the Bankruptcy Case, there has not been a
Material Adverse Change with respect to Borrower or Parent Guarantor (or such other guarantor,
as applicable) since the Closing Date.

5.12. Reserved.

5.13. Employee Benefits. None of Borrower, any of its Subsidiaries, or any of their
ERISA Affiliates maintains or contributes to any Benefit Plan, other than those listed on
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Schedule 5.13. Borrower, each of its Subsidiaries and each ERISA Affiliate have satisfied the
minimum funding standards of ERISA and the IRC with respect to each Benefit Plan to which it
is obligated to contribute. No ERISA Event has occurred nor has any other event occurred that
may result in an ERISA Event that reasonably could be expected to result in a Material Adverse
Change. None of Borrower or its Subsidiaries, any ERISA Affiliate, or any fiduciary of any Plan
is subject to any direct or indirect liability with respect to any Plan under any applicable law,
treaty, rule, regulation, or agreement. None of Borrower or its Subsidiaries or any ERISA
Affiliate is required to provide security to any Plan under Section 401(a)(29) of the IRC.

5.14. Environmental Condition. None of Rorrower's properties or assets has ever
been used by Borrower or, to the best of Borrower's knowledge, by previous owners or operators
in the disposal of, or to produce, store, handle, treat, release, or transport, any Hazardous
Materials. None of Borrower's properties or assets has ever been designated or identified in any
manner pursuant to any environmental protection statute as a Hazardous Materials disposal site,
or a candidate for closure pursuant to any environmental protection statute. No Lien arising
under any environmental protection statute has attached to any revenues or to any real or
personal property owned or operated by Borrower. Borrower has not received a summons,
citation, notice, or directive from the Environmental Protection Agency or any other federal or
state governmental agency concerning any action or vmission by Borrower resulting in the
releasing or disposing of Hazardous Materials into the environment.

5.15. Liccnses. Each license, distributorship, (ranchise, and similar agreement issued
to, or to which Borrower is a party is in full force and effect. No party to any such license or
agreement is in default or violation thereof. Borrower has not received any notice or threat of
cancellation of any such license or agreement.

5.16. Leases. Schedule 5.16, is a schedule of all presently effective Leases and Capital
Leases. Each ol such Leases and Capital Leases is in full force and eftect. The Borrower hereby
authorizes Agent at any time and from time to time to contact any of Borrower's landlords in
order to confirm Borrower's continued compliance with the terms and conditions of the Lease(s)
between Borrower and that landlord and to discuss such issues, concerning Borrower's
occupancy under such Lease(s), as Agent may determine.

5.17. DDAs.

(a) Schedule 5.17 sets forth all present DDAs, and includes, with respect to
each depository (i) the name and address of that depository; (ii) the account number(s) of the
account(s) maintained with such depository; (iii) a contact person at such depository; and (iv) the
telephone number of the contact person.

(b) Borrower will not establish any DDA hereafter unless Borrower,
contemporaneous with such establishment, delivers to Agent an agreement (in form satisfactory
to Agent) executed on behalf of the depository with which such DDA is being established.
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5.18. Credit Card Receipts. Schedule 5.18 sets forth all arrangements to which
Borrower is a party with respect to the payment to Borrower of the proceeds of all credit card
charges for sales by Borrower and all such proceeds are paid directly to the Concentration
Account. Borrower shall not attempt to change any direction or designation regarding payment
of charges without the prior written consent of Agent.

5.19. PACA. Borrower does not, in the ordinary course of its business, deal in any
material amount of goods within the scope of PACA, and has not received notice from any
supplier that such supplier intends to preserve against Borrower the benefit of the statutory trust
created by PACA in respect of any claim for an unpaid invoice in excess of $50,000.

6. AFFIRMATIVE COVENANTS.

Borrower covenants and agrees that, so long as any credit hereunder shall be available
and until full and final payment of the Obligations, Borrower shall do all of the following:

6.1.  Accounting System. Maintain a standard and modern system of accounting that
enables Borrower to produce financial statements in accordance with GAAP, and maintain
records pertaining to the Collateral that contain information as from time to time may be
requested by Agent. Borrower also shall keep a modern inventory reporting system that shows
accurate current stock, cost and sales records of Inventory, that accurately and sufficiently
itemizes and describes the Kinds, types and quantities of Inventory and the cost and selling prices
thereof, and that shows all additions, sales, claims, returns, and allowances with respect to the
Inventory.

6.2.  Collateral and Financial Reporting. Provide Agent, or such other party as
Agent shall designate with the following documents at the following times in form satisfactory to
Agent in Agent's Discretion (it being understood that such reports shall take into account
Department 999):

(@) Borrowing Base Certificate. Borrower shall provide to Agent, on each
Business Day, a Borrowing Base Certificate (in the form of Exhibit 6.2, as such form may be
revised from time to time by Agent). Such Certificate may be sent to Agent by facsimile
transmission, provided that, upon request by Agent, the original thereof is forwarded to Agent on
the date of such transmission. No adjustments to the Borrowing Base Certificate may be made
without supporting documentation and such other documentation as may be requested by Agent
from time to time.

(b) Weckly Reports. Weckly, not later than Wednesday for the immediately
preceding fiscal week:

6] a daily sales report per store for all of Borrower's stores;

(i1) a rolling thirteen week cash flow report for the period ending
during such preceding fiscal week; and

(iii))  areport detailing any alleged claims or Liens under PACA.

54
3221280.10



(c) Accounting Periods.

@) Monthly, Borrower shall provide to Agent (each in such form as
Agent from time to time may specify) within 15 days of the end of each Accounting Period for
the immediately preceding Accounting Period:

(A)

(B)

©

D)

(E)

)
(&)

an inventory cost ledger report by department (prepared
using Borrower's "JDA" system);

an inventory report by store (prepared using Borrower's
"IDA" system);

an inventory certificate in Agent's format;

a cash requirements report (by due date) with Aging
Analysis Form in Agent's format;

a rent, tax and insurance compliance certificate;
an open to buy report; and

on order reporting.

(i)  Monthly, Borrower shall provide to Agent (each in such form as
Agent from time to time may specify), within 30 days of the end of each Accounting Period for
the immediately preceding Accounting Period:

(A)

(B)

©)
(D)

a reconciliation of the stock ledger to general ledger and the
calculation of Availability;

financial statements including balance sheet, income
statement (consolidated and by store), cash flow report and
comparison of same store sales;

statcment of store activity in Agent's format; and

officer's compliance certificate in Agent's format.

(i)  For purposes of Section 6.2(c), above, the first “Accounting
Period” in respect of which the items required by that Section shall be provided shall be

Accounting Period 1, 2001.

(d) Quarterly Reports. Quarterly, within 45 days following the end of each of
Borrower’s fiscal quarters, Borrower shall provide to Agent an original counterpart of a

management prepared financial statement of Borrower and its Subsidiaries, on a consolidated
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and consolidating basis, for the period from the beginning of Borrower’s and its Subsidiaries’
then current fiscal year through the end of the subject quarter, with comparative information for
the same period of the previous fiscal year, which statement shall include, at a minimum, a
balance sheet, income statement (on a store specific and on a “consolidated” basis), statement of
changes in shareholders’ equity, and cash flow report and comparisons for the corresponding
quarter of the then immediately previous year, as well as to the Business Plan.

(e) Annual Reports.

(1) In addition to the monthly reports required under this Section 6.2
annually, within 100 days following the end of Borrower’s and its Subsidiaries’ fiscal year,
Borrower shall deliver to Agent an original signed counterpart of Borrower’s and its
Subsidiaries’ annual financial statement, on a consolidated and consolidating basis, which
statement shall have been audited by, and bear the unqualified opinion of Borrower’s
independent certified public accountants reasonably acceptable to Agent (i.e. said statement shall
be “certified” by such accountants) certifying that such statements have been prepared in
accordance with GAAP and without any explanatory paragraphs or other qualifying paragraphs,
together with (x) a certificate of such accountants addressed to Agent stating that such
accountants do not have knowledge of the existence of any Default or Event of Default, and (y) a
copy of such accountant’s letter to management. Such annual statement shall include, at a
minimum (with comparative information for the then prior fiscal year) a balance sheet, profit and
loss statement, income statement of changes in shareholders’ equity, and cash flows. Borrower
shall provide an interim draft of such financial statements within 60 days after year-end,
inclusive of subsequent periods, until the year-end statements are finalized. Together with the
above, Borrower also shall deliver to Agent Borrower’s Form 10-Q Quarterly Reports, Form 10-
K Annual Reports, and Form 8-K Current Reports, and any other filings made by Borrower with
the Securities and Exchange Commission as soon as the same are filed, any press releases of
Borrower, and any other information that is provided by Borrower to its shareholders, and any
other report reasonably requested by Agent relating to the financial condition of Borrower and its
Subsidiaries. Within five (5) Business Days of the Closing Date, Borrower shall have issued
written instructions to its independent certified public accountants authorizing them to
communicate with Agent and to release to Agent whatever financial information concerning
Borrower that Agent may request. Borrower hereby irrevocably authorizes and directs all
auditors, accountants, or other third parties to deliver to Agent, at Borrower’s expense, copies of
Borrower’s and its Subsidiaries’ financial statements, papers related thereto, and other
accounting rccords of any naturc in their possession and to disclose to Agent any information
they may have regarding Borrower’s and its Subsidiaries’ business affairs and financial
condition.

(i1) Each annual statement shall be accompanied by such accountant’s
certificate indicating that in the course of the regular audit of the Borrower's business, such
accountant has obtained no knowledge that an Event of Default has occurred and is continuing.

(iii)  Borrower hereby acknowledges that the Lender Group relied upon
Borrower’s audited financial statements for the fiscal year ended January 31, 2000 in extending
credit to Borrower.
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6))] Officers’ Certificates. Borrower shall cause Borrower’s chief accounting
officer to provide a Compliance Certificate with those monthly, quarterly, and annual statements
to be furnished pursuant to this Agreement, which Compliance Certificate shall:

(1) indicate that the subject statement was prepared in accordance with
GAAP consistently applied, and presents fairly the financial condition of Borrower and its
Subsidiaries at the close of, and the results of Borrower’s and its Subsidiaries’ operations and
cash flows for, the period(s) covered, subject, however (with the exception of the certificate
which accompanies such annual statement) to usual year end adjustments;

(i1) indicate either that (i) no Default or Event of Default has occurred
or (i) if such an event has occurred, its nature (in reasonable detail) and the steps (if any) being
taken or contemplated by Borrower to be taken on account thereof;,

(ii1)  include calculations concerning Borrower’s compliance (or failure
to comply) at the date of the subject statement with the covenant included in Sections 7.20
through 7.22;

(iv)  indicate that all post-petition rent and additional rent has been paid
or if not paid exceptions to be broken down by store locations; and

) indicate that premiums for insurance required under Section 6.9
have or have not been paid.

(2) Bankruptcy Documents. Borrower shall promptly provide or cause to be
provided to Agent:

1) Copies of all pleadings, motions, applications, plans, disclosure
statements, schedules, reports, financial information and other materials and documents filed or
received by Borrower in connection with the Bankruptcy Case promptly following Borrower’s
filing or receipt thereof, and

(i1) Copies of all written reports given by the Borrower to the Office of
the United States Trustee and of all material written reports given by the Borrower to any official
or unofficial committee in the Bankruptcy Case promptly after the sending thereof.

(h)  Additional Financial Information.

(1) In addition to all other information required to be provided
pursuant to this Section 6.2, Borrower promptly shall provide to Agent such other and additional
information concerning Borrower, any Subsidiary of Borrower, and any guarantor of the
Obligations, the Collateral (and other collateral securing repayment of the Obligations), the
operation of Borrower’s and its Subsidiaries’ business, and Borrower’s and its Subsidiaries’
financial condition, including original counterparts of financial reports and statements, as Agent
may from time to time reasonably request from Borrower.
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(i1) Borrower may provide Agent, from time to time hereafter, with
updated Business Plans. In all events, Borrower, not later than 60 days prior to the end of each
of Borrower’s fiscal years, shall deliver to agent an updated and extended Business Plan which
shall go out at least through the end of the then next fiscal year and the final Business Plan
within 15 days of the end of Borrower’s fiscal year. In each event, such updated and extended
Business Plans shall be provided in the same form as that provided to and approved by
Borrower’s Board of Directors and reasonably satisfactory to Agent.

)] Electronic Reporting. At Agent’s option, all information and reports
required to be submitted to Agent by Borrower, to the extent practicable, shall be transmitted
electronically pursuant to an electronic transmitting reporting system and shall be in a record
layout format designated by Agent from time to time.

6.3. Tax Returns. Deliver to Agent copies of each of Borrower's future federal
income tax returns, and any amendments thereto, within 30 days of the filing thereof with the
Internal Revenue Service.

6.4. Guarantor Reports. Cause Parent Guarantor and any other guarantor of any of
the Obligations to deliver its annual financial statements at the time when Borrower provides its
audited financial statements to Agent and copies of all federal income tax returns as soon as the
same are available and in any event no later than 30 days after the same arc required to be filed

by law.

6.5. Returns. Cause returns and allowances, if any, as between Borrower and its
Account Debtors to be on the same basis and in accordance with the usual customary practices of
Borrower, as they exist at the time of the execution and delivery of this Agreement. If any
Account Debtor of Borrower returns any Inventory to Borrower, if Borrower accepts such return,
Borrower shall issue a credit memorandum in the appropriate amount to such Account Debtor.

6.6. Title to Equipment. Upon Agent's reasonable request, Borrower immediately
shall deliver to Agent, properly endorsed, any and all evidences of ownership of, certificates of
title, or applications for title to any items of Equipment.

6.7. Maintenance of Equipment. Maintain the Equipment in good operating
condition and repair (ordinary wear and tear excepted), and make all necessary replacements
thereto so that the value and operating efficiency thereof shall at all times be maintained and
preserved. Other than those items of Equipment that constitute fixtures on the Closing Date,
Borrower shall not permit any item of Equipment (other than trade fixtures) to become a fixture
or an accession to real estate on any real property other than the Core Properties, and such
Equipment shall at all times remain personal property.

6.8. Taxes. Cause all assessments and taxes, whether real, personal, or otherwise, due
or payable by, or imposed, levied, or assessed against Borrower or any of its property to be paid
in full, before delinquency or before the expiration of any extension period, except to the extent
that the validity of such assessment or tax shall be the subject of a Permitted Protest. Borrower
shall make due and timely payment or deposit of all such federal, state, and local taxes,
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assessments, or contributions required of it by law, and will execute and deliver to Agent, on
demand, appropriate certificates attesting to the payment thereof or deposit with respect thereto.
Borrower will make timely payment or deposit of all tax payments and withholding taxes
required of it by applicable laws, including those laws concerning F.I.C.A., F.U.T.A,, state
disability, and local, state, and federal income taxes, and will, upon request, furnish Agent with
proof satisfactory to Agent indicating that Borrower has made such payments or deposits.

6.9. Insurance.

(a) At its expense, keep the Personal Property Collateral insured against loss
or damagc by firc, theft, cxplosion, sprinklers, and all other hazards and risks, and in such
amounts, as are ordinarily insured against by other owners in similar businesses. Borrower also
shall maintain business interruption, public liability, product liability, and property damage
insurance relating to Borrower's ownership and use of the Personal Property Collateral, as well
as insurance against larceny, embezzlement, and criminal misappropriation.

(b) At its expense, obtain and maintain (i) insurance of the type necessary to
insure the Improvements and Chattels (as such terms are defined in the Mortgages), for the full
replacement cost thereof, against any loss by fire, lightning, windstorm, hail, explosion, aircraft,
smoke damage, vehicle damage, earthquakes, elevator collision, and other risks trom time to
time included under "extended coverage" policies, in such amounts as Agent may require, but in
any event in amounts sufficient to prevent Borrower from becoming a co-insurer under such
policies, (i1) combined single limit bodily injury and property damages insurance against any
loss, liability, or damages on, about, or relating to each parcel of Real Property Collateral, in an
amount of not less than $2,000,000; (iii) business rental insurance covering annual receipts for a
12 month period for each parcel of Real Property Collateral; and (iv) insurance for such other
risks as Agent may require. Replacement costs, at Agent's option, may be redetermined by an
insurance appraiser, satisfactory to Agent, not more frequently than once every 12 months at
Borrower's cost.

(c) All such policies of insurance shall be in such form, with such companies,
and in such amounts as may be reasonably satisfactory to Agent. All insurance required herein
shall be written by companies which are authorized to do insurance business in the State of
California. All hazard insurance and such other insurance as Agent shall specify, shall contain a
Form 438BFU (NS) mortgagee endorsement, or an equivalent endorsement satisfactory to
Agent, showing Agent (for the ratable benefit of the Lenders) as loss payee thereof, as its
interests may appear, and shall contain a waiver of warrantics. Lvery policy of insurance
referred to in this Section 6.9 shall contain an agreement by the insurer that it will not cancel
such policy except after 30 days prior written notice to Agent (for the ratable benefit of the
Lenders) and that any loss payable (hereunder shall be payable notwithstanding any act or
negligence of Borrower or the Lender Group which might, absent such agreement, result in a
forfeiture of all or a part of such insurance payment and notwithstanding (1) occupancy or use of
the Real Property Collateral for purposes more hazardous than permitted by the terms of such
policy, (i1) any foreclosure or other action or proceeding taken by the Lender Group pursuant to
the Mortgages upon the happening of an Event of Default, or (iii) any change in title or
ownership of the Real Property Collateral. Borrower shall deliver to Agent certified copies of
such policies of insurance and evidence of the payment of all premiums therefor.
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(d) Original policies or certificates thereof satisfactory to Agent evidencing
such insurance shall be delivered to Agent when available and at least 30 days prior to the
expiration of the existing or preceding policies (or such shorter period as is reasonably
acceptable to Agent). Borrower shall give Agent prompt notice of any loss covered by such
insurance. Agent shall have the exclusive right to adjust all property losses payable under any
such insurance policies in excess of $250,000 without any liability to Borrower whatsoever in
respect of such adjustments, provided that if an Event of Default has occurred and is continuing,
Agent shall have the exclusive right to adjust any and all losses payable under any such
insurance policies, without liability to Borrower whatsoever in respect of such adjustments. Any
monies received as payment for any loss under any insurance policy (other than liability
insurance policies or losses payable in an amount less than $250,000) or as payment of any
award or compensation for condemnation or taking by eminent domain, shall be paid over to
Agent to be disbursed to Borrower under stage payment terms satisfactory to Agent in Agent's
Discretion for application to the cost of repairs, replacements, or restorations, provided that if an
Event of Default has occurred and is continuing, any such payment shall be applied to the
prepayment of the Obligations in such order or form as Agent shall determine. All repairs,
replacements, or restorations shall be effected with reasonable promptness and shall be of a value
at least equal to the value of the items or property destroyed prior to such damage or destruction.
Upon the occurrence of an Event of Default, Agent shall have the right to apply all prepaid
premiums to the payment of the Obligations in such order or form as Agent shall determine.

(e) Borrower shall not take out separate insurance concurrent in form or
contributing in the event of loss with that required to be maintained under this Section 6.9, unless
Agent is included thereon as named insured with the loss payable to Agent (for the ratable
benefit of Lenders) under a standard 438BFU (NS) Mortgagee endorsement, or its local
equivalent. Borrower immediately shall notify Agent whenever such separate insurance is taken
out, specifying the insurer thereunder and full particulars as to the policies evidencing the same,
and originals of such policies immediately shall be provided to Agent.

6.10. No Setoffs or Counterclaims. Make payments hereunder and under the other
Loan Documents by or on behalf of Borrower without setoff or counterclaim and free and clear
of, and without deduction or withholding for or on account of, any federal, state, or local taxes.

6.11. Location of Inventory and Equipment. Keep the Inventory and Equipment
only at the locations identified on Schedule 6.11; provided, however, that Borrower may amend
Schedule 6.11 so long as such amendment occurs by written notice to Agent not less than 30
days prior to the date on which the Inventory or Equipment is moved to such new location, so
long as such new location is within the continental United States, and so long as, at the time of
such written notification, Borrower provides any financing statements or fixture filings necessary
to perfect and continue perfecting the Lien of Agent for the benefit of the Lender Group, security
interests in such assets and also provides to Agent a Collateral Access Agreement.

6.12. Compliance with Laws. Comply with the requirements of all applicable laws,
rules, regulations, and orders of any governmental authority, including the Fair Labor Standards

Act and the Americans With Disabilities Act, other than laws, rules, regulations, and orders the
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non-compliance with which, individually or in the aggregate, would not have and could not
reasonably be expected to cause a Material Adverse Change.

6.13. Employee Benefits.

(a) Deliver to Agent: (i) promptly, and in any event within 10 Business Days
after Borrower or any of its Subsidiaries knows or has reason to know that an ERISA Event has
occurred that reasonably could be expected to result in a Material Adverse Change, a written
statement of the chief financial officer of Borrower describing such ERISA Event and any action
that is being taking with respect thereto by Borrower, any such Subsidiary or CRISA Affiliate,
and any action taken or threatened by the IRS, Department of Labor, or PBGC. Borrower or
such Subsidiary, as applicable, shall be deemed to know all facts known by the administrator of
any Benefit Plan of which it is the plan sponsor, (ii) promptly, and in any event within 3
Business Days after the filing thereof with the IRS, a copy of each funding waiver request filed
with respect to any Benefit Plan and all communications received by Borrower, any of its
Subsidiaries or, to the knowledge of Borrower, any ERISA Affiliate with respect to such request,
and (ii1) promptly, and in any event within 3 Business Days after receipt by Borrower, any of its
Subsidiaries or, to the knowledge of Borrower, any ERISA Affiliate, of the PBGC's intention to
terminate a Benefit Plan or to have a trustee appointed to administer a Benefit Plan, copies of
each such notice.

(b) Cause to be delivered to Agent, upon Agent's request, each of the
following: (i) a copy of each Plan (or, where any such plan is not in writing, complete
description thereof) (and if applicable, related trust agreements or other funding instruments) and
all amendments thereto, all written interpretations thereof and written descriptions thereof that
have been distributed to employees or former employees of Borrower or its Subsidiaries; (ii) the
most recent determination letter issued hy the IRS with respect to each Renefit Plan; (iii) for the
three most recent plan years, annual reports on Form 5500 Series required to be filed with any
governmental agency for each Benefit Plan; (iv) all actuarial reports prepared for the last three
plan years for each Benefit Plan; (v) a listing of all Multiemployer Plans, with the aggregate
amount of the most recent annual contributions required to be made by Borrower or any ERISA
Affiliate to each such plan and copies of the collective bargaining agreements requiring such
contributions; (vi) any information that has been provided to Borrower or any ERISA Affiliate
regarding withdrawal liability under any Multiemployer Plan; and (vii) the aggregate amount of
the most recent annual payments made to former employees of Borrower or its Subsidiaries
under any Retiree Health Plan.

6.14. Leases. Commencing March 1, 2001, pay when due all rents and other amounts
payable under any Leases (other than amounts payable with respect to periods prior to the
Petition Date or amounts payable under an unexpired Lease that has been rejected or is the
subject of a pending rejection motion before the Bankruptcy Court) to which Borrower is a party
or by which Borrower's properties and assets are bound, unless such payments are the subject of
a Permitted Protest. To the extent that Borrower fails timely to make payment of such rents and
other amounts payable when due under its Leases, Agent shall be entitled, in its Agent's
Discretion, to reserve an amount equal to such unpaid amounts against the Borrowing Base
without declaring the occurrence of an Event of Default.
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6.15. Mailing Lists, Advertising. Borrower shall add Agent as an addressee on all
mailing lists maintained by or for Borrower. At the request of Agent, Borrower shall provide

Agent with copies of all advertising (including copies of all print advertising and duplicate tapes
of all video and radio advertising).

6.16. Depository Accounts. Maintain separate operating accounts and zero balance
payroll accounts at depository institution acceptable to Agent.

6.17. Avoidance Actions. Borrower, promptly after learning that any alleged Lien on
the Collateral in favor of any Person other than the Agent (including, without limitation, any
Permitted Mortgage) was not properly perfected under applicable law as of the Petition Date,
shall advise Agent of the avoidability of such Lien and shall upon Agent's reasonable request
commence proceedings in the Bankruptcy Court to avoid such Lien pursuant to the "strong-arm"
powers granted to Borrower under the Bankruptcy Code.

7. NEGATIVE COVENANTS.

Borrower covenants and agrees that, so long as any credit hereunder shall be available
and until full and final payment of the Obligations, Borrower will not do any of the following:

7.1. Indebtedness. Create, incur, assume, permit, guarantee, or otherwise become or
remain, directly or indirectly, liable with respect to any Indebtedness, except:

(a) Indebtedness evidenced by this Agreement, together with Indebtedness to
issuers of letters of credit that are the subject of L/C Guarantees;

(b) Indebtedness set forth in the latest financial statements of Borrower
submitted to Agent on or prior to the Closing Date;

(c) Indebtedness secured by Permitted Liens;

(d) Purchase money Indebtedness in a maximum aggregate amount of
$500,000, to the extent incurred after the Petition Date in accordance with the Business Plan;

(e) Indebtedness related to the financing of insurance premiums, to the extent
incurred after the Petition Date in accordance with the Business Plan;

® refinancings, renewals, or extensions of Indebtedness permitted under
clauses (b), (c), (d) and (¢) of this Section 7.1 (and continuance or renewal of any Permitted
Liens associated therewith) so long as: (i) the terms and conditions of such refinancings,
renewals, or extensions do not materially impair the prospects of repayment of the Obligations
by Borrower, (ii) the net cash proceeds of such refinancings, renewals, or extensions do not
result in an increase in the aggregate principal amount of the Indebtedness so refinanced,
renewed, or extended, (iii) such refinancings, renewals, refundings, or extensions do not result in
a shortening of the average weighted maturity of the Indebtedness so refinanced, renewed, or
extended, and (iv) to the extent that Indebtedness that is refinanced was subordinated in right of
payment to the Obligations (whether under the Financial Orders or otherwise), then the
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subordination terms and conditions of the refinancing Indebtedness must be at least as favorable
to the Lender Group as those applicable to the refinanced Indebtedness, provided, however, that
Borrower shall not refinance, renew or extend any Indebtedness secured by a Permitted
Mortgage without the Agent's prior written consent.

7.2.  Liens. Create, incur, assume, or permit to exist, directly or indirectly, any Lien
on or with respect to any of its property or assets, of any kind, whether now owned or hereafter
acquired, or any income or profits therefrom, except for Permitted Liens (including Liens that are
replacements of Permitted Liens to the extent that the original Indebtedness is refinanced under
Section 7.1(d) and so long as the replacement Liens only encumber those assets or property that
secured the original Indebtedness).

7.3.  Restrictions on Fundamental Changes. Enter into any merger, consolidation,
reorganization, or recapitalization, or reclassify its capital stock, or liquidate, wind up, or
dissolve itself (or suffer any liquidation or dissolution), or convey, sell, assign, lease, transfer, or
otherwise dispose of, in one transaction or a series of transactions, all or any substantial part of
its property or assets.

7.4. Disposal of Assets. (A) Sell, lease, assign, transfer, or otherwise dispose of any
of Borrower's properties or assets other than: (i) sales of Inventory to buyers in the ordinary
course of Borrower's business as currently conducted, and (ii) sales of other assets outside the
ordinary course of business to the extent specifically contemplated by the Business Plan,
provided that such sales are for cash and for fair market value and the methods of effectuating
such sales are reasonably acceptable to Agent, or (B) move the Bankruptcy Court for authority to
reject any unexpired lease of real property without the prior written consent of the Agent, which
consent shall not be unreasonably withheld.

7.5. Change Name. Change Borrower's name, FEIN, corporate structure (within the
meaning of Section 9402(7) of the Code), or identity, or add any new fictitious name.

7.6. Guarantee. Guaranlee or olhierwise become in any way liable with respect to the
obligations of any third Person except by endorsement of instruments or items of payment for
deposit to the account of Borrower or which are transmitted or turned over to Agent.

7.7.  Nature of Business. Make any change in the principal nature of Borrower's
business.

7.8. Prepayments and Amendments.

(a) Except in connection with a refinancing permitted by Section 7.1(d),
prepay, redeem, retire, defease, purchase, or otherwise acquire any Indebtedness owing to any
third Person, other than the Obligations in accordance with this Agreement, and

(b)  Directly or indirectly, amend, modify, alter, increase, or change any of the
terms or conditions of any agreement, instrument, document, indenture, or other writing
evidencing or concerning Indebtedness permitted under Sections 7.1(b), (c), or (d).
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7.9. Change of Control. Cause, permit, or suffer, directly or indirectly, any Change
of Control.

7.10. Consignments. Consign any Inventory or sell any Inventory on bill and hold,
sale or return, sale on approval, or other conditional terms of sale (except for Borrower's
customary return policy applicable to the return of inventory purchased by Borrower's retail
customers in the ordinary course of Borrower's business), or have possession of any property on
consignment to Borrower.

7.11. Distributions. Make any distribution or declare or pay any dividends (in cash or
other property, other than capital stock) on, or purchase, acquire, redeem, or retire any of
Borrower's capital stock, of any class, whether now or hereafter outstanding.

7.12. Accounting Methods. Modify or change its method of accounting or enter into,
modify, or terminate any agreement currently existing, or at any time hereafter entered into with
any third party accounting firm or service bureau for the preparation or storage of Borrower's
accounting records without said accounting firm or service bureau agreeing to provide Agent
information regarding the Collateral or Borrower's financial condition. Borrower waives the
right to assert a confidential relationship, if any, it may have with any accounting firm or service
bureau in connection with any information requested by Agent pursuant to or in accordance with
this Agreement, and agrees that Agent may contact directly any such accounting firm or service
bureau in order to obtain such information.

7.13. Investments. Directly or indirectly make, acquire, or incur any liabilities
(including contingent obligations) for or in connection with (a) the acquisition of the securities
(whether debt or equity) of, or other interests in, a Person, (b) loans, advances, capital
contributions, or transfers of property to a Person, or (c) the acquisition of all or substantially all
of the properties ur assets of a Person.

7.14. Transactions with Affiliates. Directly or indirectly enter into or permit to exist
any malerial ransaction with any Affiliate of Borrower except for transactions that arc in the
ordinary course of Borrower's business, upon fair and reasonable terms, that are fully disclosed
to Agent, and that are no less favorable to Borrower than would be obtained in an arm's length
transaction with a non-Affiliate.

7.15. Suspension. Suspend or go out of a substantial portion of its business.

7.16. Compensation. Increase the annual fee or per-meeting fees paid to directors
during any year by more than 5% over the prior year or, except as contemplated in the Business
Plan, pay or accrue total cash compensation, during any year, to officers and senior management
employees in an aggregate amount in excess of 115% of that paid or accrued in the prior year.

7.17. Use of Proceeds. Use the proceeds of the Advances for any purpose other than
(a) on the Closing Date, (i) to repay in full the outstanding principal, accrued interest, and
accrued fees and expenses owing to Existing Lender, and (ii) to pay transactional costs and
expenses incurred in connection with this Agreement, and (b) thereafter, consistent with the
terms and conditions hereof and the Business Plan, for its lawful and permitted corporate
purposes.
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7.18. Change in Location of Chief Executive Office; Inventory and Equipment
with Bailees. Relocate its chief executive office to a new location without providing 30 days
prior written notification thereof to Agent and so long as, at the time of such written notification,
Borrower provides any financing statements or fixture filings necessary to perfect and continue
perfected the Lien of Agent (for the benefit of the Lender Group) and also provides to Agent a
Collateral Access Agreement with respect to such new location. The Inventory and Equipment
shall not at any time now or hereafter be stored with a bailee, warchouseman, or similar party
without Agent's prior written consent.

7.19. No Prohibited Transactions Under ERISA. Directly or indirectly:

(a) engage, or permit any Subsidiary of Borrower to engage, in any prohibited
transaction which is reasonably likely to result in a civil penalty or excise tax described in
Sections 406 of ERISA or 4975 of the IRC for which a statutory or class exemption is not
available or a private exemption has not been previously obtained from the Department of Labor;

(b)  permit to exist with respect to any Benefit Plan any accumulated funding
deficiency (as defined in Sections 302 of ERISA and 412 of the IRC), whether or not waived;

(c) fail, or permit any Subsidiary of Borrower to fail, to pay timely required
contributions or annual installments due with respect to any waived funding deficiency to any
Benefit Plan;

(d) terminate, or permit any Subsidiary of Borrower to terminate, any Benefit
Plan where such event would result in any liability of Borrower, any of its Subsidiaries or any
ERISA Affiliate under Title IV of ERISA;

(e) fail, or permit any Subsidiary of Borrower to fail, to make any required
contribution or payment to any Multiemployer Plan;

) fail, or permit any Subsidiary of Borrower to fail, to pay any required
installment or any other payment required under Section 412 of the IRC on or before the due
date for such installment or other payment;

(2) amend, or permit any Subsidiary of Borrower to amend, a Plan resulting in
an increase in current liability for the plan year such that cither of Borrower, any Subsidiary of
Borrower or any ERISA Affiliate is required to provide security to such Plan under Section
401(a)(29) of the IRC; or

(h) withdraw, or permit any Subsidiary of Borrower to withdraw, from any
Multiemployer Plan where such withdrawal is reasonably likely to result in any liability of any
such entity under Title IV of ERISA;

which, individually or in the aggregate, resuits in or reasonably would be expected to result in a
claim against or liability of Borrower, any of its Subsidiaries or any ERISA Affiliate in excess of
$100,000.
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7.20. Reserved.

7.21. Financial and Inventory Covenants. Fail to observe or comply with each of the
covenants set forth on Schedule 7.21.

7.22. Capital Expenditures. Make capital expenditures in any fiscal year in excess of
$4,000,000.

8. EVENTS OF DEFAULT.

Any one or more of the following events shall constitute an event of default (each. an
"Event of Default") under this Agreement:

8.1 If Borrower fails to pay when due and payable or when declared due and payable,
any portion of the Obligations (whether of principal, interest (including any interest which, but
for the provisions of the Bankruptcy Code, would have accrued on such amounts), fees and
charges due the Lender Group, reimbursement of Lender Group Expenses, or other amounts
constituting Obligations);

8.2 (a) If Borrower fails or neglects to perform, keep, or obscrve any term,
provision, condition, covenant, or agreement contained in 6.3 (Tax Returns), 6.6 (Title to
Equipment), 6.11 (Location of Inventory and Equipment), 6.12 (Compliance with Laws), or 6.13
(Employee Benetits), or-6-14-eases) of this Agreement and such failure continues (or a period
of 5 Business Days;

(b) If Borrower fails or neglects to perform, keep, or observe any term,
provision, condition, covenant, or agreement contained in Sections 6.1 (Accounting System), 6.7
(Maintenance of Equipment) or 6.15 (Mailing Lists, Advertising) of this Agreement and such
failure continues for a period of 15 Business Days; or

(c) If Borrower fails or neglects to perform, keep, or observe any other term,
provision, condition, covenant, or agreement contained in this Agreement, or in any of the other
Loan Documents (giving effect to any grace periods, cure periods, or required notices, if any,
expressly provided for in such Loan Documents); in each case, other than any such term,
provision, condition, covenant, or agreement that is the subject of another provision of this
Section 8, in which event such other provision of this Section 8 shall govern.

8.3  Ifthere is a Material Adverse Change;

8.4 If any material portion of Borrower's properties or assets is attached, seized,
subjected to a writ or distress warrant, or is levied upon, or comes into the possession, or is the
subject of an order of the Bankruptcy Court granting relief from the automatic stay in favor of
any third Person;

8.5 If Borrower is enjoined, restrained, or in any way prevented by court order from
continuing to conduct all or any material part of its business affairs;
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8.6 If a notice of Lien, levy, or assessment is filed of record with respect to any of
Borrower's properties or assets by the United States Government, or any department, agency, or
instrumentality thereof, or by any state, county, municipal, or governmental agency, or if any
taxes or debts owing at any time hereafter to any one or more of such entities becomes a Lien,
whether choate or otherwise, upon any of Borrower's properties or assets and the same is not
paid on the payment date thereof;

8.7  Ifajudgment or other claim becomes a Lien or encumbrance upon any material
portion of Borrower's properties or assets;

8.8 If there is a material default in the Hilco Agreement or any post-petition material
agreement to which Borrower is a party with one or more third Persons and such default (a)
occurs at the final maturity of the obligations thereunder, or (b) results in a right by such third
Person(s), irrespective of whether exercised, to accelerate the maturity of Borrower's obligations
thereunder;

8.9  If Borrower makes any payment on account of Indebtedness that has been
contractually subordinated in right of payment to the payment of the Obligations, except to the
extent such payment is permitted by the terms ot the subordination provisions applicable to such
Indebtedness;

8.10 If any misstatement or misrepresentation exists now or hereafter in any warranty,
representation, statement, or report made to the Lender Group by Borrower or any officer,
employee, agent, or director of Borrower, or if any such warranty or representation is withdrawn;

8.11 If the obligation of the Parent Guarantor or of any other guarantor under its
guaranty or other third Person under any Loan Document is limited or terminated by operation of
law or by the guarantor or other third Person thereunder, or any such guarantor (other than the
Parent Guarantor) or other third Person becomes the subject of an Insolvency Proceeding;

8.12 If amotion is filed by Borrower seeking an order with respect to the Bankruptcy
Case, or an order with respect to the Bankruptcy Case is Entered by the Bankruptcy Court (i)
appointing a trustee or (ii) appointing an examiner with expanded powers;

8.13 If a motion is filed by Borrower seeking an order with respect to the Bankruptcy
Case, or an order with respect to the Bankruptcy Case is Entered by the Bankruptcy Court
converting such Bankruptcy Case to Chapter 7 of the Bankruptcy Code;

8.14 If a disclosure stalement [or a plan of reorganization is filed by Borrower in the
Bankruptcy Case which does not (x) contain a provision for termination of all of the Lenders’
Commitments and indefeasible payment in full in cash of all Obligations and the cash
collateralization or return of all Letters of Credit in a manner satisfactory to Agent on or before
the effective date of such plan and (y) provide for the continuation of the Liens and priorities
until such effective date;
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8.15  If a motion is filed by Borrower seeking an order dismissing the Bankruptcy Case,
or an Order is Entered dismissing the Bankruptcy Case, which does not contain a provision for
termination of all of the Lenders” Commitments and indefeasible payment in full in cash of all
Obligations and the cash collateralization or return of all Letters of Credit in a manner
satisfactory to the Agent and the Lenders upon such dismissal;

8.16 If a motion is filed by Borrower seeking an order to, or an Order is Entered that
by its terms would, (i) revoke, vacate, reverse, stay, modify, supplement or amend the credit
facility herein contemplated, any Loan Document, the Interim Bankruptcy Court Order or the
Final Bankruptcy Court Order, as the case may be, or (ii) permit any administrative expense
claim or any claim (now existing or hereafter arising, of any kind or nature whatsoever) to have
administrative priority as to Borrower equal or superior to the priority of the Lenders and the
Agent in respect of the Obligations, or (iii) grant or permit the grant of a Lien on any Collateral,
other than Permitted Liens;

8.17  If an order is Entered by the Bankruptcy Court granting relief from the automatic
stay and (1) the Agent shall determine that a Material Adverse Change is reasonably likely to
result from the grant of such relief, or (ii) the aggregate value or property subject to such order is
greater than $500,000;

8.18  If the Interim Bankruptcy Court Order shall not have been Entered within ten (10)
days of the Petition Date or (ii) the Final Bankruptcy Court Order shall not have occurred by the
date which is thirty (30) days after the date the Interim Bankruptcy Court Order is Entered;

8.19  If (i) any Person files a plan of reorganization in the Bankruptcy Case which does
not contain a provision for termination of all Lenders’ Commitments and indefeasible payment
in full in cash of all Obligations and the cash collateralization or return of all Letters of Credit in
a manner satisfactory to the Agent on or before the effective date of such plan and (ii) an order
shall be Entered by the Bankruptcy Court approving such plan;

8.20 If Borrower attempts to invalidate, reduce or otherwise impair the Agent’s or any
Lender’s pre or post petition claims or Liens against Borrower or to subject any Collateral to
surcharge or assessment pursuant to Section 506(c) of the Bankruptcy Code or an order is
Entered (on motion of any Person) that invalidates, reduces or otherwise impairs the Agent's or
any Lender's pre or post petition claims or Liens against Borrower or subjects any Collateral to
surcharge or asscssment pursuant to Section 506(¢) of the Bankruptcy Code;

8.21  If there shall be any payment on, or application by Borrower for authority to pay,
any prepetition claim (other than payments specifically contemplated by the Business Plan)
without the express prior written consent of the Agent; and

8.22 Commencing March 1, 2001, if Borrower fails to timely perform any monetary
obligation within the scope of Section 365(d)(3) of the Bankruptcy Code (other than monetary

obligations under a Lease that has been rejected or is the subject of a pending rejection motion
before the Bankruptcy Court with respect to such Lease).

9. THE LENDER GROUP'S RIGHTS AND REMEDIES.
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9.1. Rights and Remedies. Subject to the terms of the Funding Orders, as applicable
upon the occurrence, and during the continuation, of an Event of Default Agent may, pursuant to

Sections 17.4 and 17.5, without notice of its election and without demand, do any one or more of
the following, all of which are authorized by Borrower:

(a) Declare all Obligations, whether evidenced by this Agreement, by any of
the other Loan Documents, or otherwise, immediately due and payable;

(b) Cease advancing money or extending credit to or for the benefit of
Borrower under this Agreement, under any of the Loan Documents, or under any other
agreement between Borrower and the Lender Group;

() Terminate this Agreement and any of the other Loan Documents as to any
future liability or obligation of the Lender Group, but without affecting the Lender Group's rights
and security interests in the Personal Property Collateral or the Real Property Collateral and
without affecting the Obligations;

(d) Settle or adjust disputes and claims directly with Account Debtors for
amounts and upon terms which Agent considers advisable, and in such cases, Agent will credit
Borrower's Loan Account with only the net amounts received by Agent in payment of such
disputed Accounts after deducting all Lender Group Expenses incurred or expended in
connection therewith;

(e) Cause Borrower to hold all returned Inventory in trust for the Lender
Group, segregate all returned Inventory from all other property of Borrower or in Borrower's
possession and conspicuously label said returned Inventory as the property of the Lender Group;

® Without notice to or demand upon Borrower or any guarantor, make such
payments and do such acts as Agent considers necessary or reasonable to protect its security
interests in the Collateral. Borrower agrees to assemble the Personal Property Collateral if Agent
so requires, and to make the Personal Property Collateral available to Agent as Agent may
designate. Borrower authorizes Agent to enter the premises where the Personal Property
Collateral is located, to take and maintain possession of the Personal Property Collateral, or any
part of it, and to pay, purchase, contest, or compromise any encumbrance, charge, or Lien that in
Agent's determination appears to conflict with the Liens of Agent (for the benefit of the Lender
Group) in the Collateral and to pay all expenses iucurred in connection therewith. With respect
to any of Borrower's owned or leased premises, and in addition to the Lien of Agent for the
benefit of the Lender Group therein, Borrower hereby grants Agent a license to enter into
possession of such premises and to occupy the same, without charge, for up to 120 days in order
to exercise any of the Lender Group's rights or remedies provided herein, at law, in equity, or
otherwise;

(g) Without notice to Borrower (such notice being expressly waived), and
without constituting a retention of any collateral in satisfaction of an obligation (within the
meaning of Section 9505 of the Code), set off and apply to the Obligations any and all (1)
balances and deposits of Borrower held by the Lender Group (including any amounts received in
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the Concentration Account or any other Blocked Account), or (ii) indebtedness at any time
owing to or for the credit or the account of Borrower held by the Lender Group;

(h) Hold, as cash collateral, any and all balances and deposits of Borrower
held by the Lender Group, and any amounts received in the Concentration Account or the other
Blocked Accounts, to secure the full and final repayment of all of the Obligations;

@) Ship, reclaim, recover, store, finish, maintain, repair, prepare for sale,
advertise for sale, and sell (in the manner provided for herein) the Personal Property Collateral.
Agent is hereby granted a license or other right to use, without charge, Borrower's labels, patents,
copyrights, rights of usc of any name, trade secrets, trade names, trademarks, service marks, and
advertising matter, or any property of a similar nature, as it pertains to the Personal Property
Collateral, in completing production of, advertising for sale, and selling any Personal Property
Collateral and Borrower's rights under all licenses and all franchise agreements shall inure to the
Lender Group's benefit;

G) Sell the Personal Property Collateral at either a public or private sale
(including going out of business sales), or both, by way of one or more contracts or transactions,
for cash or on terms, in such manner and at such places (including Borrower's premises) as
Agent determines is commercially reasonable. It is not necessary that the Personal Property
Collateral be present at any such sale. Agent may conduct one or more going out of business
sales, in Agent’s own right or by one or more agents and contractors. Such sale(s) may be
conducted upon any premises owned, leased, or occupied by Borrower. Agent and any such
agent or contractor, in conjunction with any such sale, may augment the Inventory with other
goods (all of which other goods shall remain the sole property of Agent or such agent or
contractor). Any amounts realized from the sale of such goods which constitute augmentations
to the Inventory (net of an allocable share of the costs and expenses incurred in their disposition)
shall be the sole property of Agent or such agent or contractor and neither Borrower nor any
Person claiming under or in right of Borrower shall have any interest therein.

&) Agent shall give notice of the disposition of the Personal Property
Collateral as follows:

1) Agent shall give Borrower and each holder of a security interest in
the Personal Property Collateral who has filed with Agent a written request for notice, a notice in
writing of the time and place of public sale, or, if the sale is a private sale or some other
disposition othcr than a public sale is to be made of the Personal Property Collateral, then the
time on or after which the private sale or other disposition is to be made;

n) The notice shall be personally delivered or mailed, postage
prepaid, to Borrower as provided in Section 12, at least 5 days before the date fixed for the sale,
or at least 5 days before the date on or after which the private sale or other disposition is to be
made; no notice needs to be given prior to the disposition of any portion of the Personal Property
Collateral that is perishable or threatens to decline speedily in value or that is of a type
customarily sold on a recognized market. Notice to Persons other than Borrower claiming an
interest in the Personal Property Collateral shall be sent to such addresses as they have furnished
to Agent;
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(ili)  If the sale is to be a public sale, Agent also shall give notice of the
time and place by publishing a notice one time at least 5 days before the date of the sale in a
newspaper of general circulation in the county in which the sale is to be held;

1)) Agent may credit bid and purchase at any public sale; and

(m)  Any deficiency that exists after disposition of the Personal Property
Collateral as provided above will be paid immediately by Borrower. Any excess will be
returned, without interest and subject to the rights of third Persons, by Agent to Borrower.

9.2. Remedies Cumulative. The Lender Group's rights and remedies under this
Agreement, the Loan Documents, and all other agreements shall be cumulative. The Lender
Group shall have all other rights and remedies not inconsistent herewith as provided under the
Code, by law, or in equity. No exercise by the Lender Group of one right or remedy shall be
deemed an election, and no waiver by the Lender Group of any Event of Default shall be deemed
a continuing waiver. No delay by the Lender Group shall constitute a waiver, election, or
acquiescence by it.

10. TAXES AND EXPENSES.

If Borrower fails to pay any monies (whether taxes, assessments, insurance premiums, of,
in the case of leased properties or assets, rents or other amounts payable under such leases) due
to third Persons, or fails to make any deposits or furnish any required proof of payment or
deposit, all as required under the terms of this Agreement, then, to the extent that Agent
reasonably determines that such failure by Borrower could result in a Material Adverse Change,
in its discretion and without prior notice to Borrower, Agent may do any or all of the following:
(a) make payment of the same or any part thereof; (b) set up such reserves in Borrower's Loan
Account as Agent deems necessary to protect the Lender Group from the exposure created by
such failure; or (c) obtain and maintain insurance policies of the type described in Section 6.9,
and take any action with respect to such policies as Agent deems prudent. Any such amounts
paid by Agent shall constitute Lender Group Expenses. Any such payments made by Agent shall
not constitute an agreement by the Lender Group to make similar payments in the future or a
waiver by the Lender Group of any Event of Default under this Agreement. Agent need not
inquire as to, or contest the validity of, any such expense, tax, or Lien and the receipt of the usual
official notice for the payment thercof shall be conclusive evidence that the same was validly due
and owing.

11. WAIVERS; INDEMNIFICATION.

11.1. Demand; Protest; etc. Borrower waives demand, protest, notice of protest,
notice of default or dishonor, notice of payment and nonpayment, nonpayment at maturity,
release, compromise, settlement, extension, or renewal of accounts, documents, instruments,

chattel paper, and guarantees at any time held by the Lender Group on which Borrower may in
any way be liable.
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11.2. The Lender Group's Liability for Collateral. The Lender Group shall not in
any way or manner be liable or responsible for: (a) the safekeeping of the Collateral; (b) any loss
or damage thereto occurring or arising in any manner or fashion from any cause; (c) any
diminution in the value thereof; or (d) any act or default of any carrier, warehouseman, bailee,
forwarding agency, or other Person. All risk of loss, damage, or destruction of the Collateral
(except to the extent caused by the gross negligence or willful misconduct of the Lender Group)
shall be borne by Borrower.

11.3. Indemnification. Borrower shall pay, indemnify, defend, and hold each Agent-
Related Person, each Lender, each Participant, and each of their respective officers, directors,
employees, counsel, agents, and attorneys-in-fact (each, an "Indemnified Person") harmless (to
the fullest extent permitted by law) from and against any and all claims, demands, suits, actions,
investigations, proceedings, and damages, and all reasonable attorneys fees and disbursements
and other costs and expenses actually incurred in connection therewith (as and when they are
incurred and irrespective of whether suit is brought), at any time asserted against, imposed upon,
or incurred by any of them in connection with or as a result of or related to the execution,
delivery, enforcement, performance, and administration of this Agreement and any other Loan
Documents or the transactions contemplated herein, and with respect to any investigation,
litigation, or proceeding related to this Agreement, auy other Loan Document, or the usc of the
proceeds of the credit provided hereunder (irrespective of whether any Indemnified Person is a
party thereto), or any act, omission, event or circumstance in any manner related thereto (all the
foregoing, collectively, the "Indemnitied Liabilities"). Borrower shall have no obligation to any
Indemnified Person under this Section 11.3 with respect to any Indemnified Liability that a court
of competent jurisdiction finally determines to have resulted from the gross negligence or willful
misconduct of such Indemnified Person. This provision shall survive the termination of this
Agreement and the repayment of the Obligations.

11.4. Damages. Borrower waives any claim it may now or in the future have against
the Lender Group or any of them for consequential, special, or punitive damages.

12. NOTICES.

Unless otherwise provided in this Agreement, all notices or demands by any party
relating to this Agreement or any other Loan Document shall be in writing and (except for
financial statements and other informational documents which may be sent by first-class mail,
postage prepaid) shall be personally delivered or sent by registered or certified mail (postage
prepaid, return receipt requested), overnight courier, or telefacsimile to Borrower or to Agent, as
the case may be, at its address set forth below:

If to Borrowecr: FRANK'S NURSERY & CRAFTS
1175 West Long Lake Road
Troy, Michigan 48098
Attention: Mr. Larry Lakin
Tel: 248-712-7115
Fax: 248-712-7180
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with copies to: WILLKIE FARR & GALLAGHER
The Equitable Center
787 Seventh Avenue
New York, NY 10019
Attention: William E. Hiller, Esq.
Tel: 212.728.8000
Fax: 212.728.8111

If to Agent or the WELLS FARGO RETAIL FINANCE, LLC
Lender Group in One Boston Place
care of Agent: 18th Floor

Boston, MA 02108
Attention: Steven M. Cole
Tel: 617.854.7225

Fax: 617.523.4032

and with copies to: CHOATE, HALL & STEWART
53 State Street, Exchange Place
Boston, MA 02109
Attention: Peter M. Palladino, P.C.
Tel: 617-248-2132
Fax: 617-248-4000

The parties hereto may change the address at which they are to receive notices hereunder,
by notice in writing in the foregoing manner given to the other. All notices or demands sent in
accordance with this Section 12, other than notices by Agent in connection with Sections 9.504
or 9.505 of the Code, shall be deemed received on the earlier of the date of actual receipt or 3
days after the deposit thereof in the mail. Borrower acknowledges and agrees that notices sent
by Agent in connection with Sections 9.504 or 9.505 of the Code shall be deemed sent when
deposited in the mail or personally delivered, or, where permitted by law, transmitted by
telefacsimile or other similar method set forth above.

13. CHOICE OF LAW AND VENUE; JURY TRIAL WAIVER.

THE VALIDITY OF THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS
(UNLESS EXPRESSLY PROVIDED TO THE CONTRARY IN ANOTHELR LOAN
DOCUMENT), THE CONSTRUCTION, INTERPRETATION, AND ENFORCEMENT
HEREOF AND THEREOF, AND THE RIGHTS OF THE PARTIES HERETO AND
THERETO WITH RESPECT TO ALL MATTERS ARISING HEREUNDER OR
THEREUNDER OR RELATED HERETO OR THERETO SHALL BE DETERMINED
UNDER, GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF
THE COMMONWEALTH OF MASSACHUSETTS. THE PARTIES AGREE THAT ALL
ACTIONS OR PROCEEDINGS ARISING IN CONNECTION WITH THIS AGREEMENT
AND THE OTHER LOAN DOCUMENTS SHALL BE TRIED AND LITIGATED ONLY IN
THE BANKRUPTCY COURT (TO THE EXTENT THAT SUCH COURT RETAINS
JURISDICTION OF SUCH ACTION OR PROCEEDING) OR THE STATE AND FEDERAL
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COURTS LOCATED IN THE COUNTY OF SUFFOLK, COMMONWEALTH OF
MASSACHUSETTS OR, AT THE SOLE OPTION OF THE LENDER GROUP, IN ANY
OTHER COURT IN WHICH THE LENDER GROUP SHALL INITIATE LEGAL OR
EQUITABLE PROCEEDINGS AND WHICH HAS SUBJECT MATTER JURISDICTION
OVER THE MATTER IN CONTROVERSY. BORROWER AND EACH MEMBER OF THE
LENDER GROUP WAIVES, TO THE EXTENT PERMITTED UNDER APPLICABLE LAW,
ANY RIGHT EACH MAY HAVE TO ASSERT THE DOCTRINE OF FORUM NON
CONVENIENS OR TO OBJECT TO VENUE TO THE EXTENT ANY PROCEEDING IS
BROUGHT IN ACCORDANCE WITH THIS SECTION 13. BORROWER AND EACH
MCMBER OF TIIE LENDER GROUP HEREBY WAIVES THEIR RESPECTIVE RIGHTS
TO A JURY TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING
OUT OF ANY OF THE LOAN DOCUMENTS OR ANY OF THE TRANSACTIONS
CONTEMPLATED THEREIN, INCLUDING CONTRACT CLAIMS, TORT CLAIMS,
BREACH OF DUTY CLAIMS, AND ALL OTHER COMMON LAW OR STATUTORY
CLAIMS. BORROWER AND EACH MEMBER OF THE LENDER GROUP REPRESENTS
THAT IT HAS REVIEWED THIS WAIVER AND EACH KNOWINGLY AND
VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS FOLLOWING CONSULTATION
WITH LEGAL COUNSEL. IN THE EVENT OF LITIGATION, A COPY OF THIS
AGREEMENT MAY BE FILED AS A WRITTEN CONSENT TO A TRIAL BY THE COURT.

14. DESTRUCTION OF BORROWER'S DOCUMENTS.

All documents, schedules, invoices, agings, or other papers delivered to Agent may be
destroyed or otherwise disposed of by Agent 4 months after they are delivered to or received by
Agent, unless Borrower requests, in writing, the return of said documents, schedules, or other
papers and makes arrangements, at Borrower's expense, for their return.

15. ASSIGNMENTS AND PARTICIPATIONS; SUCCESSORS.

15.1. Assignments and Participations.

(a) Any Lender may, with the written consent of Agent, assign and delegate to
one or more Eligible Transferees (each an "Assignee") all, or any ratable part, of the Obligations,
the Commitments, and the other rights and obligations of such Lender hereunder and under the
other Loan Documents, in a minimum amount of $5,000,000; provided, however, that Borrower
and Agent may continue to deal solely and directly with such Lender in conncction with the
interest so assigned to an Assignee until (i) written notice of such assignment, together with
payment instructions, addresses, and related information with respect to the Assignee, shall have
been given to Borrower and Agent by such Lender and the Assignee; (ii) such Lender and its
Assignee shall have delivered to Borrower and Agent a fully executed Assignment and
Acceptance ("Assignment and Acceptance”) in the form of Exhibit A-1; and (iii) the assignor
Lender or Assignee has paid to Agent for Agent's sole and separate account a processing fee in
the amount of $5,000. Anything contained herein to the contrary notwithstanding, the consent of
Agent shall not be required (and payment of any fees shall not be required) if such assignment is
in connection with any merger, consolidation, sale, transfer, or other disposition of all or any
substantial portion of the business or loan portfolio of such Lender.
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(b) From and after the date that Agent notifies the assignor Lender that it has
received a fully executed Assignment and Acceptance and payment of the above-referenced
processing fee, (i) the Assignee thereunder shall be a party hereto and, to the extent that rights
and obligations hereunder have been assigned to it pursuant to such Assignment and Acceptance,
shall have the rights and obligations of a Lender under the Loan Documents, and (ii) the assignor
Lender shall, to the extent that rights and obligations hereunder and under the other Loan
Documents have been assigned by it pursuant to such Assignment and Acceptance, relinquish its
rights and be released from its obligations under this Agreement (and in the case of an
Assignment and Acceptance covering all or the remaining portion of an assigning Lender's rights
and obligations under this Agreement and the other Loan Documents, such Lender shall cease to
be a party hereto and thereto), and such assignment shall effect a novation between Borrower and
the Assignee.

(©) By executing and delivering an Assignment and Acceptance, the assigning
Lender thereunder and the Assignee thereunder confirm to and agree with each other and the
other parties hereto as follows: (1) other than as provided in such Assignment and Acceptance,
such assigning Lender makes no representation or warranty and assumes no responsibility with
respect to any statements, warranties, or representations made in or in connection with this
Agreement or the execution, legality, validity, enforceability, genuineness, sufficiency, or value
of this Agreement or any other Loan Document furnished pursuant hereto; (2) such assigning
Lender makes no representation or warranty and assumes no responsibility with respect to the
financial condition of Borrower or any guarantor or the performance or observance by Borrower
or any guarantor of any of its obligations under this Agreement or any other Loan Document
furnished pursuant hereto; (3) such Assignee confirms that it has received a copy of this
Agreement, together with such other documents and information as it has deemed appropriate to
make its own credit analysis and decision to enter into such Assignment and Acceptance; (4)
such Assignee will, independently and without reliance upon Agent, such assigning Lender, or
any other Lender, and based on such documents and information as it shall deem appropriate at
the time, continue to make its own credit decisions in taking or not taking action under this
Agreement; (5) such Assignee appoints and authorizes Agent to take such action as agent on its
behalf and to exercise such powers under this Agreement as are delegated to Agent by the terms
hereof, together with such powers as are reasonably incidental thereto; and (6) such Assignee
agrees that it will perform in accordance with their terms all of the obligations which by the
terms of this Agreement are required to be performed by it as a Lender.

(d) Immediately upon each Assignee's making its processing fee payment
under the Assignment and Acceptance, this Agreement shall be deemed to be amended to the
extent, but only to the extent, necessary to reflect the addition of the Assignee and the resulting
adjustment of the Commitments of the Assignor and Assignee arising therefrom. The
Commitment allocated to each Assignee shall reduce such Commitment of the assigning Lender

pro tanto.

(e) Any Lender may at any time, with the written consent of Agent, which
consent shall not be unreasonably withheld, sell to one or more Persons (a "Participant™)

participating interests in the Obligations, the Commitment, and the other rights and interests of
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that Lender (the "Originating Lender") hereunder and under the other Loan Documents;
provided, however, that (i) the Originating Lender's obligations under this Agreement shall
remain unchanged, (ii) the Originating Lender shall remain solely responsible for the
performance of such obligations, (iii) Borrower and Agent shall continue to deal solely and
directly with the Originating Lender in connection with the Originating Lender's rights and
obligations under this Agreement and the other Loan Documents, (iv) no Originating Lender
shall transfer or grant any participating interest under which the Participant has the sole and
exclusive right to approve any amendment to, or any consent or waiver with respect to, this
Agreement or any other Loan Document, except to the extent such amendment to, or consent or
waiver with respect to this Agreement or of any other Loan Document would (A) extend the final
maturity date of the Obligations hereunder in which such participant is participating; (B) reduce
the interest rate applicable to the Obligations hereunder in which such Participant is
participating; (C) release all or a material portion of the Collateral (except to the extent expressly
provided herein or in any of the Loan Documents) supporting the Obligations hereunder in which
such Participant is participating; (D) postpone the payment of, or reduce the amount of, the
interest or fees hereunder in which such Participant is participating; or (E) change the amount or
due dates of scheduled principal repayments or prepayments or premiums in respect of the
Obligations hereunder in which such Participant is participating; and (v) all amounts payable by
Borrower hereunder shall be determined as if such Originating Lender had not sold such
participation; except that, if amounts outstanding under this Agreement are due and unpaid, or
shall have been declared or shall have become due and payable upon the occurrence of an Event
of Deftault, each Participant shall be deemed to have the right of set-off in respect of its
participating interest in amounts owing under this Agreement to the same extent as if the amount
of its participating interest were owing directly to it as a Lender under this Agreement; provided,
however, that no Participant may exercise any such right of setoff without the notice to and
consent of Agent. The rights of any Participant shall only be derivative through the Originating
Lender with whom such Participant participates and no Participant shall have any direct rights as
to the other Lenders, Agent, Borrower, the Collections, the Collateral, or otherwise in respect of
the Advances or the Letters of Credit. No Participant shall have the right to participate directly
in the making of decisions by the Lenders among themselves. The provisions of this Section
15.1(e) are solely for the benefit of the Lender Group, and Borrower shall have no rights as a
third party beneficiary of any of such provisions.

H In connection with any such assignment or participation or proposed
assignment or participation, a Lender may disclose to a third party all documents and
information which it now or hereafter may have relating to Borrower or Borrower's business.

() Notwithstanding any other provision in this Agreement, any Lender may
at any timc crcatc a sceurity intcrest in, or pledge, all or any portion of its rights under and
interest in this Agreement in favor of any Federal Reserve Bank in accordance with Regulation
A of the FRB or U.S. Treasury Regulation 31 CFR §203.14, and such Federal Reserve Bank may
enforce such pledge or security interest in any manner permitted under applicable law.

15.2. Successors. This Agreement shall bind and inure to the benefit of the respective
successors and assigns of each of the parties; provided, however, that Borrower may not assigi
this Agreement or any rights or duties hereunder without the Lenders' prior written consent and
any prohibited assignment shall be absolutely void. No consent to assignment by the Lenders
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shall release Borrower from its Obligations. A Lender may assign this Agreement and its rights
and duties hereunder pursuant to Section 15.1 and, except as expressly required pursuant to

Section 15.1, no consent or approval by Borrower is required in connection with any such
assignment.

16. AMENDMENTS; WAIVERS.

16.1. Amendments and Waivers. No amendment or waiver of any provision of this
Agreement or any other Loan Document, and no consent with respect to any departure by
Borrower therefrom, shall be effective unless the same shall be in writing and signed by the
Required Lenders (or by Agent at the written request of the Required Lenders) and Borrower and
then any such waiver or consent shall be effective only in the specific instance and for the
specific purpose for which given; provided, however, that no such waiver, amendment, or
consent shall, unless in writing and signed by all the Lenders and Borrower and acknowledged
by Agent, do any of the following:

(a) increase or extend the Commitment of any Lender;

(b) postpone or delay any date fixed by this Agreement or any other Loan
Document for any payment of principal, interest, fees, or other amounts due to the Lenders (or
any of them) hereunder or under any other Loan Document;

(©) reduce the principal of, or the rate of interest specified herein on, any
Loan, or any fees or other amounts payable hereunder or under any other Loan Document;

(d) change the percentage of the Commitments or of the aggregate unpaid

principal amount of the Advances which is required for the Lenders or any of them to take any
action hereunder;

(e) increase the advance rate with respect to Advances (except for the
restoration of an advance rate after the prior reduction thereof), or change Section 2.1(b);

6] amend this Section or any provision of the Agreement providing for
consent or other action by all Lenders;

(2) release Collateral, or subordinate the Lien of Agent in any of the
Collateral, other than as permitted by Section 17.11;

(h) change the definition of "Required Lenders”;
(1) release Borrower from any Obligation for the payment of money; or
) amend any of the provisions of Article 17.
aud, provided further, that no amendment, waiver or consent shall, unless in writing and signed

by Agent, affect the rights or duties of Agent under this Agreement or any other Loan Document;
and, provided further, that the limitation contained in clause (¢) above shall not be deemed to
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limit the ability of Agent to make Advances or Agent Loans, as applicable, in accordance with
the provisions of Sections 2.1(g), (h), or (1). The foregoing notwithstanding, any amendment,
modification, waiver, consent, termination, or release of or with respect to any provision of this
Agreement or any other Loan Document that relates only to the relationship of the Lender Group
among themselves, and that does not affect the rights or obligations of Borrower, shall not
require consent by or the agreement of Borrower.

16.2. No Waivers; Cumulative Remedies. No failure by Agent or any Lender to
exercise any right, remedy, or option under this Agreement, any other Loan Document, or any
present or future supplement hereto or thereto, or in any other agreement between or among
Borrower and Agent and/or any Lender, or delay by Agent or any Lender in exercising the same,
will operate as a waiver thereof. No waiver by Agent or any Lender will be effective unless it is
in writing, and then only to the extent specifically stated. No waiver by Agent or the Lenders on
any occasion shall affect or diminish Agent's and each Lender's rights thereafter to require strict
performance by Borrower of any provision of this Agreement. Agent's and each Lender's rights
under this Agreement and the other Loan Documents will be cumulative and not exclusive of any
other right or remedy which Agent or any Lender may have.

17. AGENT; THE LENDER GROUP.

17.1. Appointment and Authorization of Agent. Each Lender hereby designates and
appoints WFRF as its Agent under this Agreement and the other Loan Documents and each
Lender hereby irrevocably authorizes Agent to take such action on its behalf under the provisions
of this Agreement and each other Loan Document and to exercise such powers and perform such
duties as are expressly delegated to it by the terms of this Agreement or any other Loan
Document, together with such powers as are reasonably incidental thereto. Agent agrees to act
as such on the express conditions contained in this Article 17. The provisions of this Article 17
are solely for the benefit of Agent and the Lenders, and Borrower shall not have any rights as a
third party beneficiary of any of the provisions contained herein; provided, however, that the
provisions of Sections 17.10, 17.11, and 17.16(d) also shall be for the benefit of Borrower. Any
provision to the contrary contained elsewhere in this Agreement or 1n any other Loan Document
notwithstanding, Agent shall not have any duties or responsibilities, except those expressly set
forth herein, nor shall Agent have or be deemed to have any fiduciary relationship with any
Lender, and no implied covenants, functions, responsibilities, duties, obligations, or liabilities
shall be read into this Agreement or any other Loan Document or otherwise exist against Agent.
Fxcept as expressly otherwise provided in this Agreement, Agent shall have and may use its sole
discretion with respect to exercising or refraining from exercising any discretionary rights or
taking or refraining from taking any actions which Agent is expressly entitled to take or assert
under or pursuant to this Agreement and the other Loan Documents, including making the
determinations contemplated by Section 2.1(b). Without limiting the generality of the foregoing,
or of any other provision of the Loan Documents that provides rights or powers to Agent,
Lenders agree that Agent shall have the right to exercise the following powers as long as this
Agreement remains in effect: (a) maintain, in accordance with its customary business practices,
ledgers and records reflecting the status of the Advances, the Collateral, the Collections, and
related matters; (b) execule and/or file any and all financing or similar statements or notices,
amendments, renewals, supplements, documents, instruments, proofs of claim for Lenders,
notices and other written agreements with respect to the Loan Documents; (c) make Advances
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for itself or on behalf of Lenders as provided in the Loan Documents; (d) exclusively receive,
apply, and distribute the Collections as provided in the Loan Documents; (e) open and maintain
such bank accounts and lock boxes as Agent deems necessary and appropriate in accordance
with the Loan Documents for the foregoing purposes with respect to the Collateral and the
Collections; (f) perform, exercise, and enforce any and all other rights and remedies of the
Lender Group with respect to Borrower, the Advances, the Collateral, the Collections, or
otherwise related to any of same as provided in the Loan Documents; and (g) incur and pay such
Lender Group Expenses as Agent may deem necessary or appropriate for the performance and
fulfillment of its functions and powers pursuant to the Loan Documents.

17.2. Delegation of Duties. Except as otherwise provided in this Section, Agent may
execute any of its duties under this Agreement or any other Loan Document by or through
agents, employees, or attorneys-in-fact and shall be entitled to advice of counsel concerning all
matters pertaining to such duties. Agent shall not be responsible for the negligence or
misconduct of any agent or attorney-in-fact that it selects as long as such selection was made in
compliance with this Section and without gross negligence or willful misconduct. The foregoing
notwithstanding, Agent shall not make any material delegation of duties to subagents or non-
employee delegees without the prior written consent of Required Lenders (it being understood
that routine delegation of such administrative matters as filing financing statements, or
conducting appraisals or audits, is not viewed as a material delegation that requires prior
Required Lender approval). Notwithstanding anything herein which may be construed to the
contrary, the Lenders and Borrower acknowledge and agree that Agent may engage the
Oversight Agent pursuant to the Oversight Agreement as it may be modified and amended from
time to time and the Oversight Agent may carry out its duties as set forth in such agreement.

17.3. Liability of Agent-Related Persons. None of the Agent-Related Persons shall (i)
be liable for any action taken or omitted to be taken by any of them under or in connection with
this Agreement or any other Loan Document or the transactions contemplated hereby (except for
its own gross negligence or willful misconduct), or, (ii) be responsible in any manner to any of
the Lenders for any recital, statement, representation or warranty made by Borrower, or any
Subsidiary or Affiliate of Borrower, or any officer or director thereof, contained in this
Agreement or in any other Loan Document, or in any certificate, report, statement, or other
document referred to or provided for in, or received by Agent under or in connection with, this
Agreement or any other Loan Document, or the validity, effectiveness, genuineness,
enforceability or sufficiency of this Agreement or any other Loan Document, or for any failure of
Borrower or any other party to any Loan Document to perform its obligations hereunder or
thereunder. No Agent-Related Person shall be under any obligation to any Lender to ascertain or
to inquire as to the observance or performance of any of the agreements contained in, or
conditions of, this Agreement or any other Loan Document, or to inspect the properties, books,
or records of Borrower, or any of Borrower's Subsidiaries or Affiliates.

17.4. Reliance by Agent. Agent shall be entitled to rely, and shall be fully protected in
relying, upon any writing, resolution, notice, consent, certificate, affidavit, letter, telegram,
facsimile, telex, or telephone message, statement or other document or conversation believed by
it to be genuine and correct and to have been signed, sent, or made by the proper Person or
Persons, and upon advice and statements of legal counsel (including counsel to Borrower or
counsel to any Lender), independent accountants, and other experts selected by Agent. Agent
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shall be fully justified in failing or refusing to take any action under this Agreement or any other
Loan Document unless it shall first receive such advice or concurrence of the Required Lenders
or all Lenders, as applicable, and until such instructions are received, Agent shall act, or refrain
from acting, as it deems advisable so long as it is not grossly negligent or guilty of willful
misconduct. If Agent so requests, it shall first be indemnified to its reasonable satisfaction by
Lenders against any and all liability and expense which may be incurred by it by reason of taking
or continuing to take any such action. Agent shall in all cases be fully protected in acting, or in
refraining from acting, under this Agreement or any other Loan Document in accordance with a
request or consent of the Required Lenders or all Lenders, as applicable, and such request and
any action taken or failure to act pursuant thereto shall be binding upon all of the Lenders.

17.5. Notice of Default or Event of Default. Agent shall not be deemed to have
knowledge or notice of the occurrence of any Default or Event of Default, except with respect to
defaults in the payment of principal, interest, fees, and expenses required to be paid to Agent for
the account of Agent or the Lenders, except with respect to actual knowledge of the existence of
an Overadvance, and except with respect to Defaults and Events of Default of which Agent has
actual knowledge, unless Agent shall have received written notice from a Lender or Borrower
referring to this Agreement, describing such Default or Event of Default, and stating that such
notice is a "notice of default.” Agent promptly will notify the Lenders of its receipt of any such
notice or of any Event of Default of which Agent has, or is deemed to have, actual knowledge. If
any Lender obtains actual knowledge of any Event of Default, such Lender promptly shall notify
the other Lenders and Agent of such Event of Default. Each Lender shall be solely responsible
for giving any notices to its Participants, if any. Subject to Section 17.4, Agent shall take such
action with respect to such Default or Event of Default as may be requested by the Required
Lenders; provided, however, that:

(a) At all times, Agent may propose and, with the consent of Required
Lenders (which shall not be unreasonably withheld and which shall be deemed to have been
given by a Lender unless such Lender has notified Agent to the contrary in writing within three
days of notification of such proposed actions by Agent) exercise, any remedies on behalf of the
Lender Group; and

(b) At all times, once Required Lenders or all Lenders, as the case may be,
have approved the exercise of a particular remedy or pursuit of a course of action, Agent may,
but shall not be obligated to, make all administrative decisions in connection therewith or take all
other actions reasonably incidental thereto (for example, if the Required Lenders approve the
foreclosure of certain Collateral, Agent shall not be required to seek consent for the
administrative aspects of conducting such sale or handling of such Collateral).

17.6. Credit Decision. Each Lender acknowledges that none of the Agent-Related
Persons has made any representation or warranty to it, and that no act by Agent hereinafter taken,
including any review of the affairs of Borrower and its Subsidiaries or Affiliates, shall be
deemed to constitute any representation or warranty by any Agent-Related Person to any Lender.
Each Lender represents to Agent that it has, independently and without reliance upon any Agent-
Related Person and based on such documents and information as 1t has deemed appropriate,
made its own appraisal of and investigation into the business, prospects, operations, property,
financial and other condition, and creditworthiness of Borrower and any other Person (other than
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the Lender Group) party to a Loan Dacument, and all applicable bank regulatory laws relating to
the transactions contemplated hereby, and made its own decision to enter into this Agreement
and to extend credit to Borrower. Each Lender also represents that it will, independently and
without reliance upon any Agent-Related Person and based on such documents and information
as it shall deem appropriate at the time, continue to make its own credit analysis, appraisals, and
decisions in taking or not taking action under this Agreement and the other Loan Documents, and
to make such investigations as it deems necessary to inform itself as to the business, prospects,
operations, property, financial and other condition, and creditworthiness of Borrower, and any
other Person (other than the Lender Group) party to a Loan Document. Except for notices,
reports, and other documents expressly herein required to be furnished to the Lendcrs by Agent,
Agent shall not have any duty or responsibility to provide any Lender with any credit or other
information concerning the business, prospects, operations, property, financial and other
condition, or creditworthiness of Borrower, and any other Person party to a Loan Document that
may come into the possession of any of the Agent-Related Persons.

17.7. Costs and Expenses; Indemnification. Agent may incur and pay Lender Group
Expenses to the extent Agent deems reasonably necessary or appropriate for the performance and
fulfillment of its functions, powers, and obligations pursuant to the Loan Documents, including
without limiting the generality of the foregoing, but subject to any requirements of the Loan
Documents that it obtain any applicable consents or engage in any required consultation, court
costs, reasonable attorneys fees and expenses, costs of collection by outside collection agencies
and auctioneer fees and costs of security guards or insurance premiums paid to maintain the
Collateral, whether or not Borrower are obligated to reimburse Agent or Lenders for such
expenses pursuant to the Loan Agreement or otherwise. Agent is authorized and directed to
deduct and retain sufficient amounts from Collections to reimburse Agent for such out-of-pocket
costs and expenses prior to the distribution of any amounts to Lenders. In the event Agent is not
reimbursed for such costs and expenses from Collections, each Lender hereby agrees that it is
and shall be obligated to pay to or reimburse Agent for the amount of such Lender's Pro Rata
Share thereof. Whether or not the transactions contemplated hereby are consummated, the
Lenders shall indemnify upon demand the Agent-Related Persons (to the extent not reimbursed
by or on behalf of Borrower and without limiting the obligation of Borrower to do s0), according
to their Pro Rata Shares, from and against any and all Indemnified Liabilities; provided,
however, that no Lender shall be liable for the payment to the Agent-Related Persons of any
portion of such Indemnified Liabilities resulting solely from such Person's gross negligence, bad
faith, or willful misconduct. Without limitation of the foregoing, each Lender shall reimburse
Agent upon demand for its ratable share of any costs or out-of-pocket expenses (including
attorney fees and expenses) incurred by Agent in connection with the preparation, execution,
delivery, administration, modification, amendment, or enforcement (whether through
negotiations, legal proceedings or otherwise) of, or legal advice in respect of rights or
responsibilities under, this Agreement, any other Loan Document, or any document
contemplated by or referred to herein, to the extent that Agent is not reimbursed for such
expenses by or on behalf of Borrower. The undertaking in this Section 17.7 shall survive the
payment of all Obligations hereunder and the resignation or replacement of Agent.

17.8. Agent in Individual Capacity. WEFRF and its Affiliates may make loans to,
issue letters of credit for the account of, accept deposits from, acquire equity interests, in and
generally engage in any kind of banking, trust, financial advisory, underwriting, or other
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business with Borrower and its Subsidiaries and Affiliates and any other Person party to any
Loan Documents as though WFRF were not Agent hereunder without notice to or consent of the
Lenders. The Lenders acknowledge that, pursuant to such activities, WFRF and its Affiliates
may receive information regarding Borrower or their Affiliates and any other Person party to any
Loan Documents that is subject to confidentiality obligations in favor of Borrower or such other
Person and that prohibit the disclosure of such information to the Lenders, and the Lenders
acknowledge that, in such circumstances (and in the absence of a waiver of such confidentiality
obligations, which waiver Agent will use its reasonable best efforts to obtain), Agent shall be
under no obligation to provide such information to them. With respect to the Agent Loans and
Agent Advances, WFRF shall have the same rights and powers under this Agreement as any
other Lender and may exercise the same as though it were not Agent, and the terms "Lender" and
"Lenders" include WFREF in its individual capacity.

17.9. Successor Agent. Agent may resign as Agent following notice of such
resignation ("Notice") to the Lenders and Borrower, and effective upon the appointment of and
acceptance of such appointment by, a successor Agent. If Agent resigns under this Agreement,
the Required Lenders shall appoint any Lender or Eligible Transferee as successor Agent for the
Lenders. If no successor Agent is appointed within 30 days of such retiring Agent's Notice,
Agent may appoint a successor Agent, after consulting with the Lenders and Borrower. In any
such event, upon the acceptance of its appointment as successor Agent hereunder, such successor
Agent shall succeed to all the rights, powers and duties of the retiring Agent and the term
"Agent" shall mean such successor Agent and the retiring Agenl's appointient, powers, and
duties as Agent shall be terminated. After any retiring Agent's resi gnation hereunder as Agent,
the provisions of this Section 17 shall inure to its benefit as to any actions taken or omitted to be
taken by it while it was Agent under this Agreement.

17.10. Withholding Tax.

(@) If any Lender is a "foreign corporation, partnership or trust” within the
meaning of the TRC and such Lender claims exemption from, or a reduction of, U.S. withholding
tax under Sections 1441 or 1442 of the IRC, such Lender agrees with and in favor of Agent and
Borrower, to deliver to Agent and Borrower:

(1) if such Lender claims an exemption from, or a reduction of,
withholding tax under a United States tax treaty, properly completed IRS Forms 1001 and W8
before the payment of any interest in the first calendar year and before the payment of any
interest in each third succeeding calendar year during which interest may be paid under this
Agreement;

(>i1) if such Lender claims that interest paid under this Agreement is
exempt from United States withholding tax because it is effectively connected with a United
States trade or business of such Lender, two properly completed and executed copies of IRS
Form 4224 before the payment of any interest is due in the first taxable year of such Lender and

in each succeeding taxable year of such Lender during which interest may be paid under this
Agreement, and IRS Form W{9; and
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(iii)  such other form or forms as may be required under the IRC or
other laws of the United States as a condition to exemption from, or reduction of, United States

withholding tax.

Such Lender agrees to promptly notify Agent and Borrower of any change in circumstances
which would modify or render invalid any claimed exemption or reduction.

(b)  Ifany Lender claims exemption from, or reduction of, withholding tax
under a United States tax treaty by providing IRS Form 1001 and such Lender sells, assigns,
grants a participation in, or othcrwisc transfers all or part of the Obligations of Borrower, such
Lender agrees to notify Agent and Borrower of the percentage amount in which it is no longer
the beneficial owner of Obligations of Borrower to such Lender. To the extent of such
percentage amount, Agent and Borrower will treat such Lender's IRS Form 1001 as no longer
valid.

(©) If any Lender claiming exemption from United States withholding tax by
filing IRS Form 4224 with Agent sells, assigns, grants a participation in, or otherwise transfers
all or part of the Obligations of Borrower to such Lender, such Lender agrees to undertake sole
responsibility for complying with the withholding tax requirements imposed by Sections 1441
and 1442 of the IRC.

(d) If any Lender is entitled to a reduction in the applicable withholding tax,
Agent may withhold from any interest payment to such Lender an amount equivalent to the
applicable withholding tax after taking into account such reduction. If the forms or other
documentation required by subsection (a) of this Section are not delivered to Agent, then Agent
may withhold from any interest payment to such Lender not providing such forms or other
dacirmentation an amount equivalent to the applicable withholding tax.

(e) If the IRS or any other Governmental Authority of the United States or
other jurisdiction asserts a claim that Agent or Rorrower did not properly withhold tax from
amounts paid to or for the account of any Lender (because the appropriate form was not
delivered, was not properly executed, or because such Lender failed to notify Agent and
Borrower of a change in circumstances which rendered the exemption from, or reduction of,
withholding tax ineffective, or for any other reason) such Lender shall indemnify Agent and
Borrower fully for all amounts paid, directly or indirectly, by Agent or Borrower as tax or
otherwise, including penalties and interest, and including any taxes imposed by any jurisdiction
on the amounts payable to Agent or Borrower under this Section, together with all costs and
expenses (including attorneys fees and expenses). The obligation of the Lenders under this
subsection shall survive the payment of all Obligations and the resignation of Agent.

17.11. Collateral Matters.

() The Lenders hereby irrevocably authorize Agent, to release any Lien on
any Collateral (i) upon the termination of the Commitments and payment and satisfaction in full
by Borrower of all Obligations; and upon such termination and payment Agent shall deliver to
Borrower, at Borrower's sole cost and expense, all UCC termination statements and any other
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documents necessary to terminate the Loan Documents and release the Liens with respect to the
Collateral; (ii) constituting property being sold or disposed of if a release is required or desirable
in connection therewith and if Borrower certifies to Agent that the sale or disposition is
permitted under Section 7.4 of this Agreement or the other Loan Documents (and Agent may
rely conclusively on any such certificate, without further inquiry); (iii) constituting property in
which Borrower owned no interest at the time the Lien was granted or at any time thereafter; or
(iv) constituting property leased to Borrower under a lease that has expired or been terminated in
a transaction permitted under this Agreement. Except as provided above, Agent will not release
any Lien on any Collateral without the prior written authorization of the Required Lenders.
Upon request by Agent or Borrower at any time, the Lenders will confirm in writing Agent's
authority to release any such Liens on particular types or items of Collateral pursuant to this
Section 17.11; provided, however, that (i) Agent shall not be required to execute any document
necessary to evidence such release on terms that, in Agent's opinion, would expose Agent to
liability or create any obligation or entail any consequence other than the release of such Lien
without recourse, representation, or warranty, and (ii) such release shall not in any manner
discharge, affect or impair the Obligations or any Liens (other than those expressly being
released), upon (or obligations of Borrower in respect of) all interests retained by Borrower,
including, the proceeds of any sale, all of which shall continue to constitute part of the Collateral.

(b) Agent shall have no obligation whatsoever to any of the Lenders to assure
that the Collateral exists or is owned by Borrower, is cared for, protected, or insured or has been
encumbered, or that the Liens of the Agent (for the benefit of the Lender Group) have been
properly or sufficiently or lawfully created, perfected, protected, or enforced or are entitled to
any particular priority, or to exercise at all or in any particular manner or under any duty of care,
disclosure, or fidelity, or to continue exercising, any of the rights, authorities and powers granted
or available to Agent pursuant to any of the Loan Documents, it being understood and agreed
that in respect of the Collateral. or any act, omission or event related thereto, subject to the terms
and conditions contained herein, Agent may act in any manner it may deem appropriate, in its
sole discretion given Agent's own interest in the Collateral in its capacity as one of the Lenders
and that Agent shall have no other duty or liahility whatsoever to any Lender as to any of the
foregoing, except as otherwise provided herein.

17.12. Restrictions on Actions by Lenders; Sharing of Payments.

(a) Each of the Lenders agrees that it shall not, without the express consent of
Agent, and that it shall, to the extent it is lawfully entitled to do so, upon the request of Agent, sct
off against the Obligations any amounts owing by such Lender to Borrower or any accounts of
Borrower now or hereafter maintained with such Lender. Each of the Lenders further agrees that
it shall not, unless specifically requested to do so by Agent, take or cause (0 be laken any action,
including the commencement of any legal or equitable proceedings, to foreclose any Lien on, or
otherwise enforce any security interest in, any of the Collateral the purpose of which is, or could
be, to give such Lender any preference or priority against the other Lenders with respect to the
Collateral.

(b) Subject to Section 17.8, if, at any time or times any Lender shall receive
(i) by payment, foreclosure, setoff, or otherwise, any proceeds of Collateral or any payments
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with respect to the Obligations of Borrower to such Lender arising under, or relating to, this
Agreement or the other Loan Documents, except for any such proceeds or payments received by
such Lender from Agent pursuant to the terms of this Agreement, or (ii) payments from Agent in
excess of such Lender's Pro Rata Share of all such distributions by Agent, such Lender shall
promptly (1) turn the same over to Agent, in kind, and with such endorsements as may be
required to negotiate the same to Agent, or in same day funds, as applicable, for the account of
all of the Lenders and for application to the Obligations in accordance with the applicable
provisions of this Agreement, or (2) purchase, without recourse or warranty, an undivided
interest and participation in the Obligations owed to the other Lenders so that such excess
payment received shall be applicd ratably as among the Lenders in accordance with their Pro
Rata Shares; provided, however, that if all or part of such excess payment received by the
purchasing party is thereafter recovered from it, those purchases of participations shall be
rescinded in whole or in part, as applicable, and the applicable portion of the purchase price paid
therefor shall be returned to such purchasing party, but without interest except to the extent that
such purchasing party is required to pay interest in connection with the recovery of the excess

payment.

17.13. Agency for Perfection. Agent and each Lender hereby appoints each other
Lender as agent for the purpose of perfecting the Liens of the Lender Group in assets which, in
accordance with Division 9 of the UCC can be perfected only by possession. Should any Lender
obtain possession of any such Collateral, such Lender shall notify Agent thereof, and, promptly
upon Agent's request therefor shall deliver such Collateral to Agent or in accordance with
Agent's instructions.

17.14. Payments by Agent to the Lenders. All payments to be made by Agent to the
Lenders shall be made by bank wire transfer or internal transfer of immediately available funds
pursuant to such wire transfer instructions as each party may designate for itself by written notice
to Agent. Concurrently with each such payment, Agent shall identify whether such payment (or
any portion thereof) represents principal, premium or interest on revolving advances or
otherwise.

17.15. Concerning the Collateral and Related Loan Documents. Each member of the
Lender Group authorizes and directs Agent to enter into this Agreement and the other Loan
Documents relating to the Collateral, for the ratable benefit (subject to Sections 2.3(b) and 4.1)
of the Lender Group. Each member of the Lender Group agrees that any action taken by Agent,
Required Lenders, or all Lenders, as applicable, in accordance with the terms of this Agreement
or the other Loan Documents relating to the Collateral and the exercise by Agent, Required
Lenders, or all Lenders, as applicable, of their respective powers set forth therein or herein,
together with such other powers that are reasonably incidental thereto. shall be binding upon all
of the Lenders.
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17.16. Field Aundits and Examination Reports; Confidentiality; Disclaimers by
Lenders; Other Reports and Information. By signing this Agreement, each Lender;

(a) is deemed to have requested that Agent furnish such Lender, promptly
after it becomes available, a copy of each field audit or examination report (each a "Report" and
collectively, "Reports") prepared by Agent, and Agent shall so furnish each Lender with such
Reports;

(b) expressly agrees and acknowledges that Agent (i) does not make any
representation or warranty as to the accuracy of any Report, and (ii) shall not be liable for any
information contained in any Report;

(c) expressly agrees and acknowledges that the Reports are not
comprehensive audits or examinations, that Agent or other party performing any audit or
examination will inspect only specific information regarding Borrower and will rely significantly
upon Borrower's books and records, as well as on representations of Borrower's personnel;

(d) agrees to keep all Reports and other material information obtained by it
pursuant to the requirements of this Agreement in accordance with its reasonable customary
procedures for handling confidential information; it being understood and agreed by Borrower
that in any event such I.ender may make disclosures (i) reasonably required by any bona fide
potential or actual Assignee, transferee, or Participant in connection with any contemplated or
actual assignment or transfer by such Lender of an interest herein or any participation interest in
such Lender's rights hereunder provided that such Person agrees in writing for the benefit of the
Borrower to be bound by the confidentiality provisions contained in this Agreement, (ii) of
information that has become public by disclosures made by Persons other than such Lender, its
Alffiliates, assignees, transferees, or participants, or (iii) as required or requested by any court,
governmental or administrative agency, pursuant to any subpoena or other legal process, or by
any law, statute, regulation, or court order; provided, however, that, unless prohibited by
applicable law, statute, regulation, or court order, such Lender shall notify Borrower of any
request by any court, governmental or administrative agency, or pursuant to any subpoena or
other legal process for disclosure of any such non-public material information concurrent with,
or where practicable, prior to the disclosure thereof; and

(¢)  without limiting the generality of any other indemnification provision
contained in this Agreement, agrees: (i) to hold Agent and all Agent Related Persons and any
such other Lender preparing a Report harmless from any action the indemnifying Lender may
take or conclusion the indemnifying Lender may reach or draw from any Report in connection
with any loans or other credit accommodations that the indemnifying Lender has made or may
make to Borrower, or the indemnifying Lender's participation in, or the indemnifying Lender's
purchase of, a loan or loans of Borrower; and (ii) to pay and protect, and indemnify, defend, and
hold Agent and all Agent Related Persons and any such other Lender preparing a Report
harmless from and against, the claims, actions, proceedings, damages, costs, expenses and other
amounts (including, attorney costs) incurred by Agent and all Agent Related Persons and any
such other Lender preparing a Report as the direct or indirect result of any third parties who
might obtain all or part of any Report through the indemnifying Lender.
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18.4. Severability of Provisions. Each provision of this Agreement shall be severable
from every other provision of this Agreement for the purpose of determining the legal

enforceability of any specific provision.

18.5. Counterparts; Telefacsimile Execution. This Agreement may be executed in
any number of counterparts and by different parties on separate counterparts, each of which,
when executed and delivered, shall be deemed to be an original, and all of which, when taken
together, shall constitute but one and the same Agreement. Delivery of an executed counterpart
of this Agreement by telefacsimile shall be equally as effective as delivery of an original
executed counterpart of this Agreement. Any party delivering an executed counterpart of this
Agreement by telefacsimile also shall deliver an original executed counterpart of this Agreement
but the failure to deliver an original executed counterpart shall not affect the validity,
enforceability, and binding effect of this Agreement.

18.6. Revival and Reinstatement of Obligations. If the incurrence or payment of the
Obligations by Borrower or any guarantor of the Obligations or the transfer by any or all of such
parties to the Lender Group of any property of either or both of such parties should for any
reason subsequently be declared to be void or voidable under any state or federal law relating to
creditors' rights, including provisions of the Bankruptcy Code relating to fraudulent
conveyances, preferences, and other voidable or recoverable payments of money or transfers of
property (collectively, a "Voidable Transfer"), and if the Lender Group is required to repay or
restore, in whole or in part, any such Voidable Transfer, or €lects to do so upon the reasonable
advice of its counsel, then, as to any such Voidable Transfer, or the amount thereof that the
Lender Group is required or elects to repay or restore, and as to all reasonable costs, expenses,
and attorneys fees of the Lender Group related thereto, the liability of Borrower or such
guarantor automatically shall be revived, reinstated, and restored and shall exist as though such
Voidable Transfer had never been made.

18.7. Integration. This Agreement, together with the other Loan Documents, reflects
the entire understanding of the parties with respect to the transactions contemplated hereby and
shall not be contradicted or qualified by any other agreement, oral or written, before the date
hereof; provided that in the event of any direct inconsistency between the Loan Documents and
the Funding Orders, as applicable, the terms of the Funding Orders shall prevail.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed in Boston, Massachusetts.

BORROWER

FRANK'S NURSERY & CRAFTS, INC.

Title:
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AGENT

WELLS FARGO RETAIL FINANCE, LLC, as Agent

By:
Title:

LENDER

WELLS FARGO RETAIL FINANCE, LLC, as a
Lender

By:
Title:
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SCHEDULE A-1
CORE PROPERTIES"

‘Store

Location

5

DEARBORN HTS., MI

26

COLUMBUS, OH _

27

COLUMBUS, OH

28

FT. WAYNE, IN

29

FI. WAYNE, IN

30

UTICA, M1

45

BLOOMINGTON, MN

58

COLUMBUS, OH

81

GRANDYVILLE, MI

84

CANTON, TWYP., MI

85

PORTAGE, M1

86

FLORENCE, KY

87

EVERGREEN PARK, IL

88

WAUKEGAN, IL

90

MERRILLVILLE, IN

92/401

CLINTON TWP. MI

93

LANSING, MI

* Street Addresses are shown on Schedule E-1
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94 TOLEDO, OH

98 | ST CHARLES, IL

102 | PHILADELPHIA, PA

103 COON RAPIDS, MN

104 OWINGS MILLS, MD

105 EXTON, PA

107 NAPERVILLE, IL

110 CLEARWATER, FL

112 BLAINE, MN

113 NEW PORT RICHEY, FL

117 TAMPA, FL

118 FLINT, MI

119 LARGO, FL

134 BALDWIN, MO

141 BEDFORD PARK, IL

151 WARREN, M1

156 MICHIGAN CITY, IN

179 NORTHWOOD, OH

181 NORTON SHORES, MI

188 ST. PAUL, MN

199 SPRINGFIELD, OH

202 CINCINNATI, OH

213 | BRADENTON, FL

214 FRANKLIN, OH
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219

COLUMBUS, IN

240

HUBER HEIGHTS, OH

259

MISHAWAKA, IN

266

CINCINNATI, OH

267

SOUTH BEND, IN

286

SEA GIRT, NJ

297

ROUND LAKE BEACH, IL

605

W.LONG BRANCH, NJ

622

MILFORD, CT

624

KENVIL, NJ

625

HAZLET, NJ

638

HOWELL, NJ

645

TAUTON, MA

648

BROCKTON, MA
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SCHEDULE A-2
SECOND PRIORITY REAL ESTATE"

STORE LOCATION

25 GRAND RAPIDS, MI
32 COLUMBUS, OH
3 GRAND RAPIDS, MI
34 | OKEMOS,MI _

65 ROSEVILLE, MN
80 FLINT, MI

99 | BROOKHAVEN, PA

100 JOLIET, IL

101 DEPTFORD, NJ

106 LIBERTYVILLE, IL

135 BRIDGETON, MO

139 | ST. CHARLES,IL

140 LAKE ZURICH, IL

142 CINCINNATI, OH

163 CRYSTAL LAKE, IL

167 SCHAUMBURG; IL

168 BATTLE CREEK, MI

* Strect Addresscs arc shown on Scheduie E-l1
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205

LOUISVILLE, KY

208

LOUISVILLE, KY

244

EDEN PRAIRIE, MN

245

EAGAN, MN

265

ST. CHARLES, MO

277

BLOOMFIELD, M1

601

HUNTINGTON, NY

623

STATEN ISLAND, NY

626

BRICK TOWN, NJ

628

BRIDGEWATER, NJ

631

BRANFORD, CT

633

SOUTHINGTON, CT

636

FARMINGTON, CT

639

| KINGSTON, NY

643

EAST HARTFORD, CT




